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OUR 
COMPANY 


Hess Corporation is a leading global independent energy company 


engaged in the exploration for and production of crude oil 

and natural gas, as well as in refining and in marketing refined 
oetroleum products, natural gas and electricity. Our strategy is 
to build a company that will sustain profitable growth and create 


significant shareholder value. 


We are committed to meeting the highest standards of corporate 
citizenship by protecting the health and safety of our employees, 
safeguarding the environment and making a positive impact on the 


communities iA Which wedo ouUsiness. 
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FINANCIAL AND OPERATING HIGHLIGHTS 


HESS CORPORATION 


Amounts in millions, except per share data 


FINANCIAL — FOR THE YEAR 2011 2010 
Sales and other operating revenues $38,466 $33,862 
Net income attributable to Hess Corporation $ 1,703 $ 2,125 
Net income per share diluted $ 5.01 $ 6.47 
Common stock dividends per share $ .40 $ .40 
Net cash provided by operating activities $ 4,984 $ 4,530 
Capital and exploratory expenditures $ 7,462 $ 5,855 
Weighted average diluted shares outstanding 339.9 328.3 
FINANCIAL — AT YEAR END 2011 2010 
Total assets $ 39,136 $35,396 
Total debt $ 6,057 $ 5,583 
Total equity $ 18,592 $16,809 
Debt to capitalization ratio 24.6% 24.9% 
Common stock price $ 56.80 $ 76.54 
OPERATING — FOR THE YEAR 2011 2010 
Production — net 
Crude oil and natural gas liquids (thousands of barrels per day) 
United States 94 89 
International 172 218 
Total 266 307 
Natural gas (thousands of mcf per day) 
United States 100 108 
International 523 561 
Total 623 669 
Barrels of oil equivalent (thousands of barrels per day) 370 418 
Marketing and Refining (thousands of barrels per day) 
Refining crude runs — HOVENSA L.L.Cc. 142 195 
Refined petroleum products sold 430 47) 


(a) Total debt as a percentage of the sum of total debt and total equity. 
(b) Reflects the Corporation’s 50% share of HOVENSA’s crude runs. 
See Management’s Discussion and Analysis of Results. 


Ee rer To 
STOCKHOLDERS 


John B. Hess 
Chairman of the Board and Chief Executive Officer 


While 2011 was a challenging year operationally, we 
continued to make significant progress in increasing our 
crude oil and natural gas reserves, acquiring strategic 
acreage and positioning our company for long-term 
profitable growth. 


For the year 2011, our company achieved earnings of 
$1.7 billion, or $5.01 per share, reflecting lower crude oil 
and natural gas sales volumes, weaker refining results 


and the impact of higher crude oil selling prices. 


Exploration and Production earned nearly $2.7 billion, 
which was comparable to the previous year. Crude oil 
and natural gas production was 370,000 barrels of oil 
equivalent per day, an 11 percent decrease compared to 
the 418,000 barrels of oil equivalent per day we averaged 
the previous year. Most of the decline was due to several 
short-term setbacks, including weather related delays in 
North Dakota, the temporary shut in of the Llano No.3 
well in the deepwater Gulf of Mexico, a fire at the Valhall 
Field in Norway and civil unrest in Libya. We continue 

to make progress in restoring these lost production 
volumes. At year end in 2011, we had replaced 147 
percent of production at a finding, development and 
acquisition cost of about $36 per barrel of oil equivalent. 
Our proved reserves stood at 1.573 billion barrels of 

oil equivalent and our reserve life was 11.4 years. 


In Exploration and Production, we made important 
strategic acreage acquisitions during the year in the 
emerging Utica Shale play in Eastern Ohio and in the 
Kurdistan Region of Iraq. We gained a leadership 
position in the Utica by entering into an agreement 
with CONSOL Energy to acquire a 50 percent interest 
in nearly 200,000 acres and acquiring Marquette 
Exploration for another 85,000 acres. With these 
transactions, the company now has the critical mass 


in shale resources to make a significant contribution 


to our future production and reserve growth with 
lower risk than has been the case in the past. We 
also acquired an 80 percent interest in two highly 
prospective blocks covering more than 670 square 


miles in a major petroleum province in Kurdistan. 


Marketing and Refining lost $584 million. This loss 
included an after tax charge of $525 million following 
the difficult decision to close the HOVENSA joint venture 
refinery in St. Croix, U.S. Virgin Islands and operate the 
complex as an oil storage terminal. HOVENSA examined 
every option to maximize value, but ultimately severe 
financial losses due to adverse market conditions left 

no other choice. The Retail and Energy Marketing 
businesses, which earned $185 million in 2011, will 
continue to be a strategic part of our portfolio with a 
well established brand that generates attractive financial 
returns and offers selective growth opportunities. 


Our financial position remains strong. Our debt to 
capitalization ratio at year end was 25 percent, which 
was essentially unchanged from a year earlier. In 2012, 
our company’s capital and exploratory expenditures 
are budgeted at $6.8 billion, with substantially all 
dedicated to Exploration and Production. We plan 

to invest $2.5 billion, or nearly 40 percent of our 
projected spend, in unconventionals. In addition, we 
have budgeted $1.6 billion for production, $1.8 billion 
for development and $800 million for exploration. 


We expect to fund the majority of our 2012 capital 
program from internally generated cash flow and asset 
sales. To protect our cash flow, we have hedged 
120,000 barrels per day, or approximately 45 percent 
of our forecasted oil production for the calendar year 
2012, at an average Brent price of $107.70 per barrel. 


EXPLORATION AND PRODUCTION 


In the Bakken oil shale play in North Dakota, we 
generated strong growth throughout the second half of 
the year and exited 2011 at a net rate of approximately 
50,000 barrels of oil equivalent per day, compared 

to an exit rate of 20,000 barrels of oil equivalent in 
2010. We continued to develop critical infrastructure 
projects, including our crude oil rail loading and 
storage facility, which becomes fully operational in 

the first quarter of 2012, and the Tioga gas plant 
expansion, which will be completed in 2013. We also 
plan to continue the appraisal of our acreage in the 
Eagle Ford Shale in Texas and the Utica Shale. 


We continued investment in our conventional opport- 
unities, sanctioning the Tubular Bells project in the deep- 
water Gulf of Mexico, in which Hess has a 57 percent 
interest and is the operator. We anticipate first production 
in 2014 and expect peak annual net production rate of 
about 25,000 barrels of oil equivalent per day. In 
Australia, we are pursuing commercial options for Block 
WA-390-P, where we have had 13 natural gas discoveries 
and our appraisal program is ongoing. In exploration, our 
company announced a discovery in the Paradise-1 well 
offshore Ghana, where we have a 90 percent interest. 
The well encountered an estimated 490 net feet of oil 

and gas condensate. Further exploration drilling is 
planned in 2012. 


MARKETING AND REFINING 


Refining results were lower than 2010, principally 
because of losses associated with our HOVENSA joint 
venture refinery, which has completed its shutdown. 
Retail Marketing, which has 1,360 gasoline stores along 
the East Coast of the United States, experienced a 2 
percent decline in both convenience store sales and 
average gasoline volumes, reflecting the weak economic 
environment. Retail expanded its popular Dunkin’ Donuts 
offering to 555 locations. Energy Marketing, which 
provides natural gas, electricity and fuel oil to more 

than 21,000 commercial and industrial customers in 

the Eastern United States, generated strong operating 
results with increased sales volumes of natural gas and 
electricity. The Bayonne Energy Center, a 512-megawatt, 
natural gas fueled power plant that will provide electricity 
to New York City, will begin operations in 2012. 


SAFETY AND SOCIAL RESPONSIBILITY 


Our employee safety performance improved for the 
seventh consecutive year in 2011 but our results 
deteriorated in terms of contractor safety. We have 
taken aggressive steps to ensure the continuous 
improvement in safety for our entire workforce. 


Our company is committed to making a long-term 
positive impact on the communities where we do 
business. In North Dakota, we announced a five-year 
$25 million partnership to enhance the transition 
from school to work for students across the state 
beginning in 2012. In Equatorial Guinea, we expect 
to begin in 2012 a second five-year phase expanding 
our successful partnership with the government to 
help transform primary and secondary education. 


Our company also supported community development 
activities in more than 20 countries in the areas of youth 
and community development, education and health. 


Hess was recognized for our efforts to communicate 
openly about sustainable business practices. We were 
cited by Bloomberg as first among 2,454 oil companies 
in the world for disclosure of environmental, social and 
corporate governance issues. Hess was also ranked 
No.1 among S&P 500 companies for “Clean Capitalism” 
by Corporate Knights, a Canadian magazine promoting 
responsible business practices. We were again ranked in 
the Dow Jones Sustainability Index for North America 
and included in NASDAQ CRD Analytics Global 
Sustainability Index. 


We deeply appreciate the hard work and dedication 
of our employees to build a company to sustain 
profitable growth. We are grateful, as always, for 

the outstanding advice and guidance of our Board 

of Directors. We especially want to thank you, our 
stockholders, for your continued interest and support. 
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John B. Hess 
Chairman of the Board and Chief Executive Officer 
March 7, 2012 
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OUR GLOBAL OPERATIONS 


We continue to make significant progress in increasing our crude 
oil and natural gas reserves, acquiring strategic acreage and 
positioning our company for long term profitable growth. 
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EXPLORATION AND PRODUCTION 
HIGHLIGHTS 


e Doubled Bakken production to 30 mboe/d despite 
harsh winter weather and severe spring floods 


e Executed strategic entry into emerging Utica Shale play 
in Ohio where Hess now has nearly 200,000 net acres 


e Sanctioned the Hess operated Tubular Bells 
development in the deepwater Gulf of Mexico 


e Encountered 490 feet of net hydrocarbon pay at the 
Hess operated Paradise-1 well in Ghana 


e Acquired two promising exploration blocks in the 
Kurdistan Region of lraq covering a combined area 
of approximately 670 square miles 
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MARKETING AND REFINING 
HIGHLIGHTS 


e Advanced construction of a 512-megawatt natural 
gas fired power plant in Bayonne, NJ which when 
operational in 2012 will generate enough electricity 
to power 500,000 homes in the New York City area 


e Expanded Supply & Terminals marine diesel fuel sales 
to include Philadelphia harbor 


e Opened three new Hess Express locations and 
expanded our Dunkin’ Donuts offering to a total of 
555 sites 


e Achieved outstanding safety performance 


e Closed HOVENSA joint venture refinery in St. Croix, 
U.S. Virgin Islands after three years of losses 


EXPLORATION 
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PRODUCTION 


In 2011, net production averaged 370,000 barrels 

of oil equivalent per day, down from 418,000 barrels 
of oil equivalent per day in 2010. This decrease 
primarily resulted from short-term setbacks, including 
severe weather in North Dakota, the temporary 
shut-in of the Llano No. 3 well in the Gulf of Mexico 
because of mechanical issues, a two month shut-in 
of the non-operated Valhall Field in Norway due to 

a fire and civil unrest in Libya. We continue to make 
progress restoring lost volumes at these assets. 


Net production from the Bakken doubled to 30,000 
barrels of oil equivalent per day from 15,000 
barrels of oil equivalent per day the previous year, 
despite harsh winter weather and severe flooding 


in the spring. We generated strong growth throughout 


the second half of the year and exited 2011 ata 
net peak rate of approximately 50,000 barrels of oil 
equivalent per day. We also continued to invest in 
infrastructure projects, including our crude oil rail 
loading facility and the Tioga gas plant expansion. 


In May, we commenced initial production in the 
Eagle Ford Shale in Texas, where we have more 
than 100,000 net acres. By year end, we had drilled 
28 new wells in the Eagle Ford and completed 

22. We plan to continue to delineate our acreage 
position, operating a three rig program and 

drilling approximately 25 to 30 wells in 2012. 


In the deepwater Gulf of Mexico, net production from 
the Shenzi Field in which Hess has a 28 percent interest 
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Okume Complex, Equatorial Guinea 


averaged 29,000 barrels of oil equivalent per day. In 
March, the United States government granted approval 
to continue drilling the previously suspended Shenzi 
production well. A second Shenzi production well and 
a water injection well were also drilled and completed. 
Additional wells are planned in 2012 and 2013. 


Equatorial Guinea Block G, in which Hess holds an 
85 percent interest and is the operator, produced 

at a net rate of 54,000 barrels of oil equivalent 

per day. A 4D seismic survey of the block has 
identified additional drilling opportunities to extend 
the life of the fields. In Russia, a subsidiary in 
which Hess holds a 90 percent interest drilled 28 
wells with production reaching a net rate of 50,000 
barrels of oil equivalent per day at year end. 


DEVELOPMENT 


We achieved a significant milestone in the third 
quarter of 2011 with the sanctioning of the Tubular 
Bells project in the deepwater Gulf of Mexico, in 
which Hess has a 57 percent interest and is the 
operator. Hull and topsides fabrication commenced 
and first production is targeted for 2014. 


Several projects in Europe hit important milestones. In 
the Norwegian North Sea, redevelopment of the Valhall 
Field (Hess 64%) progressed with the completion 

of the new living quarters in March and startup of 

gas lift at the Valhall Flank South wellhead platform 


in June. In the United Kingdom, the Schiehallion 

Field (Hess 16%) Floating Production, Storage and 
Offloading Vessel (FPSO) replacement project was 
sanctioned. In Denmark, fabrication of the platform 
jacket and deck commenced for Phase 3 development 
of the South Arne Field (Hess 62%, operator). 


In Australia, appraisal of Block WA-390-P (Hess 100%, 
operator) is expected to be completed in 2012 and 
we are pursuing commercial options with potential 


liquefaction partners. 


Development of the Malaysia Thailand Joint 
Development Area (JDA) (Hess 50%) progressed 
with the installation of wellhead platform No. 7, 
fabrication of platform No. 8 and sanctioning of 
platforms No. 9 and No. 10. In Indonesia, Ujung 
Pangkah’s (Hess 75%, operator) central processing 
and accommodation and utility platforms were 
completed and gas production commenced in June. 


EXPLORATION 


In Ghana, the Paradise-1 well was completed on 

the Deepwater Tano Cape Three Points Block and 

a Notice of Discovery was filed with the Minister 

of Energy of Ghana. The well encountered an 
estimated 490 net feet of oil and gas condensate 
pay over three separate intervals. Hess is the 
operator and has a 90 percent interest in the license. 
Additional exploration drilling is planned in 2012. 


Drilling Operations, Texas 


Exploration Drilling, Ghana 
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On the Semai V Block in Indonesia, the Andalan No.1 
and No. 2 wells were completed without encountering 
commercial quantities of hydrocarbons. Hess is 

the operator and has a 100 percent interest in the 
license. Data from both wells are being processed 
and interpreted. On Block CA-1 in Brunei, the 

Julong Center well was completed but did not 
encounter commercial quantities of hydrocarbons. 
Hess has a 14 percent interest in the license 

and additional wells are planned during 2012. 


In Peru, on Block 64 in the Maranon Basin, the 
Situche Norte 4X well soud in November and will be 
completed in 2012. This well follows the previous 
Situche Central light oil discoveries. Hess has a 50 
percent working interest with Talisman as operator. 


In August, our company acquired Marquette 
Exploration for approximately $750 million, which 
included 85,000 net acres in the emerging Utica 
Shale play in Ohio. This transaction was followed 
by the formation of a joint venture with CONSOL 
Energy that added an additional 100,000 net 

acres in Ohio, bringing our position in the Utica 

to nearly 200,000 net acres. In 2012, we plan to 
acquire more than 400 square miles of seismic 

and drill approximately 29 appraisal wells. 
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In Australia’s Beetaloo Basin, Hess announced a 
partnership with Falcon Oil & Gas on the EP76, 117 
and 98 licenses. These licenses cover more than 6.2 
million acres in a large under-explored basin in northern 
Australia with conventional and unconventional 
potential. Hess has an option to earn a 63 percent 
interest in the area. A 2D seismic program commenced 
in 2011 and will continue in 2012. 


In Kurdistan, Hess and partner Petroceltic 

International signed production sharing contracts (PSE) 
with the Kurdistan Regional Government of Iraq for 
the Shakrok and Dinarta blocks. Hess is the operator 
and has an 80 percent paying interest in these licenses. 
The blocks are located northeast of Erbil and cover 

a combined area of approximately 670 square miles. 
Each PSC has an initial three-year exploration period 

in which the joint venture plans to acquire 2D seismic 
and drill at least one exploration well in each block. 
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MARKETING 
AND REFINING 


Our Retail and Energy Marketing businesses remain a strategic 
part of our portfolio with a well established brand that generates 
strong financial returns and offers selective growth opportunities. 
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REFINING 


HOVENSA, a joint venture between Hess Corporation 
and Petroleos de Venezuela S.A. announced in 
January 2012 that it would shutdown its refinery 

on St. Croix, United States Virgin Islands. Following 
the shutdown, the complex will operate as an oil 
storage terminal. Losses at the HOVENSA refinery 
totaled $1.3 billion over the past three years and 
were projected to continue. These losses were 
caused primarily by weakness in demand for refined 
petroleum products due to the global economic 
slowdown and the addition of new refining capacity 
in emerging markets. In the past three years, these 
factors have caused the closure of 18 refineries in the 


United States and Europe with capacity totaling 
more than 2 million barrels of oil per day. In 
addition, the low price of natural gas in the 
United States put HOVENSA, an oil-fueled 
refinery, at a competitive disadvantage. 


Hess’ Port Reading, New Jersey, fluid catalytic 
cracking (FCC) facility located near New York 
Harbor produces gasoline and fuel oil primarily for 
markets in the Northeast United States. The facility 
averaged feedstock runs of about 63,000 barrels 
per day in 2011 versus 55,000 barrels per day in 
2010. Feedstock runs were higher in 2011 due to 
a planned major turnaround the previous year. 
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SUPPLY & TERMINALS 


Hess operates a network of 20 refined product 
terminals on the East Coast of the United States, as 
well as an oil storage facility in St. Lucia. Our East 
Coast terminals provide the company a competitive 
advantage in the supply of refined products to our 
Retail and Energy Marketing businesses. 


ENERGY MARKETING 


Hess Energy Marketing is a major supplier of 
natural gas, electricity and fuel oil to commercial, 
industrial and utility customers in the Eastern United 
States. In 2011, natural gas and electricity volumes 
grew and operating margins improved due to strong 
supply optimization results. In 2011 construction 
continued in New Jersey on the Bayonne Energy 
Center, a 512-megawatt, natural gas fueled electric 
power plant 50 percent owned by Hess Corporation. 
Once operational in mid-2012, the facility will 
generate enough electricity to power approximately 
500,000 homes in the New York City area. 
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RETAIL MARKETING 


Retail Marketing is the leading independent gasoline 
convenience store retailer on the East Coast with 
1,360 Hess branded locations. Annual convenience 
store revenues in 2011 excluding petroleum products 
were approximately $1.2 billion, a decrease of 

2 percent from 2010. Overall store gross margins, 
however, increased in 2011 versus the prior year, 
driven by improved store offerings including 
development of a new fresh food concept and 
testing of nationally branded quick-serve restaurant 
concepts. 


In addition, during the year the company opened 
three new HESS EXPRESS locations and expanded 
its successful Dunkin’ Donuts offering to a total 

of 555 Hess and WilcoHess locations. 
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CORPORATE AND 
SOCIAL RESPONSIBILITY 


We are committed to effective stakeholder engagement and 
strategic social investments in our host communities that lead 
to sustainable and measurable improvements, especially in 


education and health. 
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SOCIAL RESPONSIBILITY 


Our company is committed to helping meet the 
world’s increasing demand for energy in a manner that 
safeguards our employees, preserves the environment 
and makes a positive impact on the communities 
where we operate. We strive each day to be a 
trusted energy partner to communities, employees, 
business partners, customers and investors 

through sustainable business practices, which we 
believe are essential to our license to operate. 


Employee safety performance improved for the 
seventh consecutive year in 2011. Contractor 
safety performance deteriorated, driven primarily by 
significantly increased activity in our North Dakota 
operations. We took aggressive steps to address 
this challenge, resulting in marked improvements 
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in safety performance by year end. We expect these 
improvements to continue and we are focused on 
regaining our trend of continuous improvement in safety. 


With our rapid growth in unconventional energy 
resources, we took measures to assure the public about 
our approach to hydraulic fracturing. We registered 

as a voluntary user of the web-based FracFocus 
database, www.FracFocus.org, where we publicly 
disclose the chemical composition of drilling fluids. 


While we are focused on preventing safety, health and 
environmental incidents, we recognize the importance 
of maintaining a high level of emergency response 
preparedness. As part of an effort to learn from the 
Macondo incident in the Gulf of Mexico, Hess carried 
out a comprehensive review of our emergency response 
preparations. We joined the Marine Well Containment 
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Hess volunteers help in community rebuilding, North Dakota 


Company and Helix Well Containment Group, 

giving us access to rapidly deployable state of the 
art containment response systems. In addition, 
Hess participated in industry working groups and 
task forces focusing on emergency preparedness 
and response capabilities in the United States 

and globally. At the same time, we confirmed the 
integrity of our deepwater drilling operating methods 
and adherence to worldwide drilling standards. 


With respect to climate change, Hess has taken 
measures to assess, monitor and reduce our carbon 
footprint at existing and future operations. We made 
considerable progress toward our 2013 goal of a 
20 percent reduction in greenhouse gas emissions 
intensity based on a 2008 baseline. We decreased 
flaring from operations in Algeria and Equatorial 
Guinea by more than 50 percent during the past 
several years, achieving our flare reduction target 
ahead of schedule. Our climate change strategy 
also includes the purchase of certified renewable 
energy certificates equivalent to at least 10 percent 
of our annual net purchased electricity, along with 
the purchase of certified carbon offsets to ensure 
that the impact of our commercial air travel is 
carbon neutral. For the third consecutive year, Hess 
was included in the Carbon Disclosure Project’s 
Global 500 and S&P 500 leadership indexes for 

the quality of our climate change disclosure. 
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Hess is an active supporter of several international 
multi-stakeholder frameworks that seek to protect 
the environment, promote transparency and advance 
human rights, including the Extractive Industries 
Transparency Initiative, the United Nations Global 
Compact, the Voluntary Principles on Security 

and Human Rights and the International Labour 
Organization’s Fundamental Principles and Rights 

at Work. 


We are committed to effective stakeholder 
engagement and strategic social investments in 

our host communities that lead to sustainable and 
measurable improvements, especially in education 
and health. The first five-year phase of our partnership 
in Equatorial Guinea to improve primary education is 
nearing completion. A second five-year program will 
launch in early 2012 and will focus on strengthening 
secondary education and vocational training. We will 
also continue efforts to support primary education. 
In North Dakota, we announced a five-year $25 
million partnership with the state government to 
enhance secondary, higher and vocational education 
in order to better prepare students to succeed in the 
workforce. The company also supported activities 

in more than 20 countries in the areas of youth and 
community development, education and health. 


Hess supported school, St. Lucia 
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PARTI 


Items 1 and 2. Business and Properties 


Hess Corporation (the Registrant) is a Delaware corporation, incorporated in 1920. The Registrant and its 
subsidiaries (collectively referred to as the Corporation or Hess) is a global integrated energy company that 
operates in two segments, Exploration and Production (E&P) and Marketing and Refining (M&R). The E&P 
segment explores for, develops, produces, purchases, transports and sells crude oil and natural gas. These 
exploration and production activities take place principally in Algeria, Australia, Azerbaijan, Brazil, Brunei, 
China, Denmark, Egypt, Equatorial Guinea, France, Ghana, Indonesia, the Kurdistan region of Iraq, Libya, 
Malaysia, Norway, Peru, Russia, Thailand, the United Kingdom and the United States (U.S.). The M&R segment 
manufactures refined petroleum products and purchases, markets and trades refined petroleum products, natural 
gas and electricity. The Corporation owns 50% of HOVENSA L.L.C. (HOVENSA), a joint venture in the U.S. 
Virgin Islands. In January 2012, HOVENSA announced a decision to shut down its refinery and operate the 
complex as an oil storage terminal. The Corporation also operates a refining facility, terminals, and retail 
gasoline stations, most of which include convenience stores, that are located on the East Coast of the United 
States. 


Exploration and Production 


The Corporation’s total proved developed and undeveloped reserves at December 31 were as follows: 


Crude Oil, 
Condensate & Total Barrels of 
Natural Gas Oil Equivalent 
Liquids (c) Natural Gas (BOE) (a) 
2011 2010 2011 2010 2011 2010 


(Millions of barrels) (Millions of mcf) (Millions of barrels) 


Developed 
United States) <:2 2. sac ceaneatageeaeaeles 190 180 199 199 223 213 
Europe (b) 0.2.0... 00. c eee eee 212 210 273 424 258 281 
PTT CE oo "ore dcect cd cars arsed nna ash: Sid ode Sias 194 215 63 54 204 224 
ASIA site Gi Se oI R SE RY a Saweon hd 25 22 677 638 138 128 
621 627 1,212 1,315 823 846 
Undeveloped 
United States 2. .-.21. ed ine dls anabarcon oa 183 124 161 81 210 138 
ULOpe:(D)) es5.026. an, anced an daca ahs Bg oa eal 282 256 290 295 331 305 
Afi’ s-. 6:0 eas eee hs hee ed ews 56 55 8 9 57 56 
PASTAS Sees nese erect oth Sap scteicgnacs. Hhaedeeceles 27 42 752 898 152 192 
548 A477 1,211 1,283 750 691 
Total 
United States) sc dsaececawacs eeedeewed 373 304 360 280 433 351 
Europe (b) ... 0... . eee cece ees 494 466 563 719 589 586 
PTI CES 545 ic 0 rsh faa ah owe, telekiata e teat iodslet 250 270 71 63 261 280 
ASIA 2533 6 $06 (2555 Seen eed eee 52 64 =: 11,429 1,536 290 320 


1,169 1,104 2,423 2,598 1,573 1,537 


(a) Reflects natural gas reserves converted on the basis of relative energy content of six mcf equals one barrel of oil equivalent (one mcf 
represents one thousand cubic feet). Barrel of oil equivalence does not necessarily result in price equivalence as the equivalent price of 
natural gas on a barrel of oil equivalent basis has been substantially lower than the corresponding price for crude oil over the recent 
past. See the average selling prices in the table on page 8. 


(b) Proved reserves in Norway, which represented 23% and 22% of the Corporation’s total reserves at December 31, 2011 and 2010, 
respectively, were as follows: 


Crude Oil, Condensate & Total Barrels of Oil 
Natural Gas Liquids Natural Gas Equivalent (BOE) 
2011 2010 2011 2010 2011 2010 
(Millions of barrels) (Millions of mcf) (Millions of barrels) 
Developed wciccccvscvrees sevens 108 97 137 157 131 123 
Undeveloped ............6...64. 185 167 251 247 227 208 


TOU sisi cera daa) ssiiea Sarees 293 264 388 404 358 331 


(c) Total natural gas liquids reserves were 113 million barrels (56 million barrels developed and 57 million barrels undeveloped) at 
December 31, 2011 and 102 million barrels (54 million barrels developed and 48 million barrels undeveloped) at December 31, 2010. 


On a barrel of oil equivalent (boe) basis, 48% of the Corporation’s worldwide proved reserves were 
undeveloped at December 31, 2011 (45% at December 31, 2010). Proved reserves held under production sharing 
contracts at December 31, 2011 totaled 12% of crude oil and natural gas liquids reserves and 51% of natural gas 
reserves, compared with 15% of crude oil and natural gas liquids reserves and 51% of natural gas reserves at 
December 31, 2010. See the Supplementary Oil and Gas Data on pages 85 through 93 in the accompanying 
financial statements for additional information on the Corporation’s oil and gas reserves. 


Worldwide crude oil, natural gas liquids and natural gas production was as follows: 


Crude oil (thousands of barrels per day) 
United States 


OTISNOLE:, gn csera ena ints catia pies eo erated Patan sian ins Getasigy ar eta eames is Gus 44 52 39 
Onshore? jc iso hed coh d eee haba GS ee See eee ee eee 37 23 21 
81 75 60 
Europe 
FRUSS14 4s, geatenge cares stutaudaradeatateenn to aenagcnaet tee: lacs -snacaetut- ayy state ava aeeceaieaentoeoks 45 42 37 
NOWay | hgil di btdietiaid die dae o GUS deo eek eas Shee 20 16 13 
United Kingsdom: 2.0.0 c5ee teas ta te donot he ee eh ede eee 14 19 21 
Denar see cee nae ed EE OE AGE Oe EG BAG ack Bice hee ee 10 11 12 
89 88 83 
Africa 
Equatorial Guinea: «.i.¢-:-ih bah Choa eh he toh g-t Ree eon es ba ¥ 54 69 70 
LADY as toed etacb aden Ret atone dp Se athe be ee bee ene des 4 23 22 
Alpena: ais tas sgaleeld acladianl wealanaine bowen s salen Gad secede seers tale 8 11 14 
TAD OM pies earcsetag eee focteuesone acc adectes Suace gut alacd-yoctaG aes iet duecadepacenapes aoe ea aueaatenanies — 10 14 
66 113 120 
Asia 
AZerbalal ii iss cen bese stated Ie eae dead wee ead 6 | 8 
(OUNET pcent Ba ee kak dies SE eon a aces ok dee SA a ee ae 7 6 8 
13 13 16 
ME OUAL «is 5.282. co-caugented acesdh ner ahdeniar hae © Beat toast Lear oameatuleans Steel g A ieeateea pda carted Oe guans 249 289 279 
Natural gas liquids (thousands of barrels per day) 
United States 
OMMSHONE isk te ek ok Dee Ree MRE ee eee EM EEE eae eek 6 7 4 
OMSHOLS: fe aiarateecia thee rdnaialibve elena eoe.gaslden, 4 G0 Riece wansleaeaignatane Pugh deteaentea ace andes 7 7 vi 
13 14 11 
EUlOpe* Sitchic tdi eee i dagee hues tie hn Eee Oe Soe dues haat ie 3 3 3 
ASIA osc Sand ce titted See ele ene eT ohe eee h he eo ea 1 — 
TOtAll (ccc andke Geese eee eee yee eee ee ee eed 17 18 14 


Natural gas (thousands of mef per day) 
United States 


OPSHOTE 22. .shncceens.§ ogee te Saad, Saree oA aed SG Reb ee wseaady papas 61 70 55 
Onshore: 56.h.dcceto tie toute Gath atte boned an hws tease bias 39 38 38 
100 108 93 
Europe 

NOEWay?*wieog owkarg ok pad Pe Ret eed Regt baad ike ce eee degree ne 29 29 21 
United Kingdom. sis: dciceag.s-aeuciy gets ahacd te heisG. Guba tees a haceee saa aetas 41 93 118 
Denmark, 534 3pas Vee cd sede eee iawd Shae eeaded ee eee oe ie 11 12 12 
81 134 151 

Asia and Other 
Joint Development Area of Malaysia/Thailand (JDA) .................. 267 282 294 
Dhawan 3.3353: sat hs hae he 4G Ses abraohs adel oedema tees teens 84 85 85 
IndOneS1a: 62.2 ste este at te Hobe ae eaees Ce eee 56 50 65 
Oiher 2o2ceneunney os pienso Pi ae see eee dene 35 10 2 
442 427 446 
SOUL  scatendasstsiafataSdastearate. Gavan tigre auanttasnsicatacsg ey ances endent seeaeydisacd stoi cgha Muatateatoanienel 623 669 690 
Barrels of oil equivalent (per day)** .. 0.0.0.0... 0... eee eee eee 370 =6418 = 408 


* Norway production for 2011 included 18 thousand barrels per day of crude oil, 1 thousand barrels per day of natural gas liquids and 
15 thousand mcf per day of natural gas from the Valhall Field. Norway production for 2010 included 14 thousand barrels per day of 
crude oil, I thousand barrels per day of natural gas liquids and 13 thousand mcf per day of natural gas from the Valhall Field. 


** — Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence 


does not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been 
substantially lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table on page 8. 


A description of our significant E&P operations is as follows: 


United States 


At December 31, 2011, 28% of the Corporation’s total proved reserves were located in the United States. 
During 2011, 35% of the Corporation’s crude oil and natural gas liquids production and 16% of its natural gas 
production were from United States operations. The Corporation’s production in the United States was from 
offshore properties in the Gulf of Mexico, as well as onshore properties principally in the Williston Basin of 
North Dakota and in the Permian Basin of Texas. 


Offshore: The Corporation’s production offshore the United States was principally from the Shenzi (Hess 
28%), Llano (Hess 50%), Conger (Hess 38%), Baldpate (Hess 50%), Hack Wilson (Hess 25%) and Penn State 
(Hess 50%) fields. 


At the Shenzi Field, the operator is expected to complete initial installation of water injection equipment and 
drill additional development wells in 2012. At the outside operated Llano Field, a workover on a shut-in well, which 
was producing in excess of 10,000 net barrels of oil equivalent per day prior to shut-in, will be completed in 2012. 
Additional development drilling at the Llano Field is planned to commence during the second half of 2012. 


During the third quarter of 2011, the Corporation, as operator, and its partner sanctioned the development of 
the Tubular Bells Field (Hess 57%) in the Mississippi Canyon Block 725 Area in the deepwater Gulf of Mexico. 
In 2012, field development will be advanced with the on-going construction of a floating production system and 
development drilling that is scheduled to start in the second quarter. First production is anticipated in 2014. 


At the Pony prospect on Green Canyon Block 468 (Hess 100%), the Corporation has signed a non-binding 
agreement with the owners of the adjacent Knotty Head prospect on Green Canyon Block 512 that outlines a 
proposal to jointly develop the field. This agreement provides that the Corporation will be operator of the joint 
development. Negotiation of a joint operating agreement, including working interest percentages for the partners, 
and planning for the field development are progressing. The project is now targeted for sanction in 2013. 
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At December 31, 2011, the Corporation had interests in 289 blocks in the Gulf of Mexico, of which 267 
were exploration blocks comprising 1,054,000 net undeveloped acres, with an additional 46,000 net acres held 
for production and development operations. 


Onshore: In North Dakota, the Corporation holds nearly 900,000 net acres in the Bakken oil shale play 
(Bakken). In 2012, the Corporation plans to invest approximately $1.9 billion for drilling and infrastructure in the 
Bakken. The Corporation plans to operate 16 rigs with five dedicated hydraulic fracturing crews in 2012. 
Infrastructure investments include completion of a crude oil rail loading and storage facility, which is due to 
become fully operational in the first quarter of 2012, and continuing expansion of the Tioga gas plant. 


In Texas, the Corporation holds a 34% interest in the Seminole-San Andres Unit and is operator. The 
Corporation also holds more than 100,000 net acres in the Eagle Ford shale. First production from the Eagle Ford 
commenced in May 2011. During 2012, the Corporation plans to operate three rigs and drill approximately 25 to 
30 wells. 


In 2011, the Corporation entered into agreements to acquire approximately 85,000 net acres in the Utica 
Shale play in eastern Ohio for approximately $750 million, principally through the acquisition of Marquette 
Exploration, LLC. The Corporation also completed the acquisition of a 50% undivided interest in CONSOL 
Energy Inc.’s (CONSOL) nearly 200,000 acres in the Utica Shale play for $59 million in cash at closing and the 
agreement to fund 50% of CONSOL’s share of the drilling costs up to $534 million within a 5-year period. 
Appraisal of the Utica acreage commenced in the fourth quarter of 2011 and will continue during 2012 with the 
acquisition of seismic and the planned drilling of 29 wells. 


Europe 


At December 31, 2011, 37% of the Corporation’s total proved reserves were located in Europe (Norway 
23%, United Kingdom 4%, Denmark 3% and Russia 7%). During 2011, 35% of the Corporation’s crude oil and 
natural gas liquids production and 13% of its natural gas production were from European operations. 


Norway: Substantially all of the 2011 Norwegian production was from the Corporation’s interests in the 
Valhall Field (Hess 64%). At December 31, 2011, the Corporation also held interests in the Hod (Hess 63%) and 
Snohvit (Hess 3%) fields. All three of the Corporation’s Norwegian field interests are located offshore. 


At the Valhall Field, a multi-year redevelopment project is scheduled to be completed in 2012. The project 
includes the installation of two new platforms with production, compression and water injection equipment and 
living quarters. In addition, further drilling is planned for Valhall in 2012. In the third quarter of 2012, there is 
expected to be significant downtime for the operator to complete the project and commission the new facilities. 


In August 2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore 
Norway. In January 2012, the Corporation completed the sale of its interests in the Snohvit Field. 


United Kingdom: Production of crude oil and natural gas liquids from the United Kingdom North Sea was 
principally from the Corporation’s non-operated interests in the Bittern (Hess 28%), Nevis (Hess 27%), Beryl 
(Hess 22%) and Schiehallion (Hess 16%) fields. Natural gas production from the United Kingdom was primarily 
from the Nevis (Hess 27%) and Beryl (Hess 22%) fields. The Corporation also has interests in the Atlantic (Hess 
25%), Cromarty (Hess 90%), Fife, Flora and Angus (Hess 85%), Fergus (Hess 65%), Ivanhoe and Rob Roy 
(Hess 77%), Renee (Hess 14%) and Rubie (Hess 19%) fields. These fields are no longer producing and 
decommissioning activities have commenced. 


In the first half of 2011, the Corporation completed the sale of a package of natural gas producing assets 
including its interests in the Easington Catchment Area (Hess 30%), the Bacton Area (Hess 23%), the Everest Field 
(Hess 19%) and the Lomond Field (Hess 17%), as well as its interest in the Central Area Transmission System 
pipeline. The Corporation also completed the sale of its interest in the Cook Field (Hess 28%) in August 2011. 


Denmark: Crude oil and natural gas production comes from the Corporation’s operated interest in the 
South Arne Field (Hess 62%), offshore Denmark. In October 2011, the Corporation acquired an additional 4% 
interest in the South Arne Field increasing its interest to 62% from 58%. 


Russia: The Corporation’s activities in Russia are conducted through its interest in a subsidiary operating 
in the Volga-Urals region. In the third quarter of 2011, the Corporation acquired an additional 5% interest in its 
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subsidiary, increasing its ownership to 90%. As of December 31, 2011, this subsidiary had exploration and 
production rights in 22 license areas. During 2012, the Corporation plans to continue drilling and to install gas 
treatment facilities that are anticipated to start up in the fourth quarter of 2012. 


France: The Corporation’s activities in France are conducted through an agreement with Toreador 
Resources Corporation (Toreador), under which it can invest in an initial exploration phase and earn up to a 50% 
working interest in, and become operator of, Toreador’s approximately 680,000 net acres in the Paris Basin. An 
initial six exploration well program, which was scheduled to begin in 2011, was deferred due to a temporary drilling 
moratorium requested by the government prior to the implementation of a law prohibiting hydraulic fracturing. In 
2012, the Corporation anticipates drilling up to three conventional vertical wells and continuing geological and 
geophysical analysis. 


Africa 


At December 31, 2011, 17% of the Corporation’s total proved reserves were located in Africa (Equatorial 
Guinea 5%, Algeria 1% and Libya 11%). During 2011, 25% of the Corporation’s crude oil and natural gas 
liquids production was from its African operations. 


Equatorial Guinea: The Corporation is operator and owns an interest in Block G (Hess 85%) which 
contains the Ceiba Field and Okume Complex. During 2012, the Corporation intends to drill additional 
production wells at the Ceiba Field. Additional development drilling at the Okume Complex is planned to 
commence during 2013. 


Algeria: The Corporation has a 49% interest in a venture with the Algerian national oil company that 
redeveloped three oil fields. The Corporation also has an interest in Bir El Msana (BMS) Block 401C (Hess 
45%). In 2011, the Corporation sanctioned a small development project at the BMS Field. 


Libya: The Corporation, in conjunction with its Oasis Group partners, has oil and gas production 
operations in the Waha concessions in Libya (Hess 8%). The Corporation also owns a 100% interest in offshore 
exploration Area 54 in the Mediterranean Sea, where two wells discovered hydrocarbons. 


In response to civil unrest in Libya, a number of measures were taken by the international community in the 
first quarter of 2011, including the imposition of economic sanctions. Production at the Waha Field was 
suspended in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation 
delivered force majeure notices to the Libyan government relating to the agreements covering its exploration and 
production interests in order to protect its rights while it was temporarily prevented from fulfilling its obligations 
and benefiting from the rights granted by those agreements. Production at the Waha Field restarted during the 
fourth quarter of 2011 at levels that were significantly lower than those prior to the civil unrest. The 
Corporation’s Libyan production averaged 23,000 barrels of oil equivalent per day (boepd) for the full year of 
2010 and 4,000 boepd for 2011. The force majeure covering the Corporation’s production interests was 
withdrawn at the end of the fourth quarter of 2011, as the economic sanctions were lifted. The force majeure 
covering the Corporation’s offshore exploration interests remained in place at year-end but is expected to be 
withdrawn in 2012. The Corporation had proved reserves of 166 million barrels of oil equivalent in Libya at 
December 31, 2011. At December 31, 2011, the net book value of the Corporation’s exploration and production 
assets in Libya was approximately $500 million. 


Ghana: The Corporation holds a 90% interest and is operator in the Deepwater Tano Cape Three Points 
License where the Corporation drilled an exploration well in 2011 that encountered an estimated 490 net feet of 
oil and gas condensate pay over three separate intervals. The Corporation anticipates commencing additional 
exploration drilling in the first quarter of 2012, subject to government approvals and rig availability. 


Egypt: The Corporation owns an 80% interest in Block 1 offshore Egypt in the North Red Sea. 
Asia 
At December 31, 2011, 18% of the Corporation’s total proved reserves were located in the Asia region (JDA 


8%, Indonesia 5%, Thailand 3%, Azerbaijan 1% and Malaysia 1%). During 2011, 5% of the Corporation’s crude 
oil and natural gas liquids production and 71% of its natural gas production were from its Asian operations. 


Joint Development Area of Malaysia/Thailand (JDA): The Corporation owns an interest in Block A-18 
of the JDA (Hess 50%) in the Gulf of Thailand. In 2011, the operator continued development drilling and 
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wellhead platform construction and installation activities. In 2012, the operator will continue development of the 
block by progressing wellhead platform installations and with the anticipated sanction of a compression project. 


Malaysia: The Corporation’s production in Malaysia comes from its interest in Block PM301 (Hess 50%), 
which is adjacent to Block A-18 of the JDA where the natural gas is processed. The Corporation also owns 
interests in Block PM302 (Hess 50%) and Block SB302 (Hess 40%). Technical and commercial evaluations are 
underway to assess the development alternatives for these blocks. 


Indonesia: The Corporation’s production in Indonesia comes from its interests offshore in the Ujung 
Pangkah project (Hess 75%), and the Natuna A Field (Hess 23%). During 2011, a second wellhead platform and 
central processing facility were installed at Ujung Pangkah. At the Natuna A Field, the operator completed 
construction and installed a second wellhead platform and a central processing platform. The Corporation holds a 
100% working interest in the offshore Semai V Block, where it drilled two exploration wells during 2011 which 
were both expensed in the fourth quarter. The Corporation also owns a 100% working interest in the offshore 
South Sesulu Block, a 49% interest in the West Timor Block, which includes onshore and offshore acreage, and a 
100% interest in the Timor Sea Block 1, offshore Indonesia. 


Thailand: The Corporation’s natural gas production in Thailand comes from the offshore Pailin Field 
(Hess 15%) and the onshore Sinphuhorm Block (Hess 35%). 


Azerbaijan: The Corporation has an interest in the Azeri-Chirag-Guneshli (ACG) fields (Hess 3%) in the 
Caspian Sea and also owns an interest in the Baku-Tbilisi-Ceyhan oil transportation pipeline company (Hess 2%). 


Brunei: The Corporation has an interest in Block CA-1 (Hess 14%). In 2011, the operator drilled the 
Julong Center exploration well which was subsequently expensed. The operator anticipates commencing further 
exploration drilling on this block in 2012. 


Kurdistan Region of Iraq: In July 2011, the Corporation signed production sharing contracts with the 
Kurdistan Regional Government of Iraq for the Dinarta and Shakrok exploration blocks. The Corporation is 
operator and has an 80% paying interest (64% participating interest) in the blocks, which have a combined area 
of more than 670 square miles. The terms of the contracts require the acquisition of 2D seismic and drilling of at 
least one well on each of the blocks over the three year license period. 


China: The Corporation has signed a joint study agreement with Sinopec to evaluate unconventional oil 
and gas resource opportunities covering approximately 1.7 million acres in China. 


Other Exploration Areas 


Australia: The Corporation holds a 100% interest in an exploration license covering approximately 
780,000 acres in the Carnarvon basin offshore Western Australia (WA-390-P Block, also known as Equus). The 
Corporation has drilled all of the 16 commitment wells on the block, 13 of which were natural gas discoveries. 
During 2011, the Corporation continued its appraisal program by drilling and flow testing certain wells. 
Appraisal of the discoveries is expected to be completed in mid-2012. Development plans were progressed 
during 2011, including the awarding of Front-End Engineering Design (FEED) contracts for a semi-submersible 
production platform, subsea gas gathering systems and an export pipeline in the fourth quarter. Negotiations with 
potential liquefaction partners will continue during 2012. In addition, during 2011, the Corporation signed a 
participation agreement under which it has the option to earn a 63% working interest in more than 6.2 million 
acres in the Beetaloo Basin, Northern Territory Australia. 


Peru: The Corporation has an interest in Block 64 in Peru (Hess 50%). The operator has drilled several 
exploratory wells on the block that have encountered hydrocarbons. In the fourth quarter of 2011, the operator 
spudded the Situche Norte 4X well which is expected to be completed in mid-2012. 


Brazil: The Corporation has a 40% interest in block BM-S-22 located offshore Brazil. 


Sales Commitments 


In the E&P segment, the Corporation has contracts to sell fixed quantities of its natural gas and natural gas 
liquids (NGL) production. The natural gas contracts principally relate to producing fields in Asia. The most 
significant of these commitments relates to the JOA where the minimum contract quantity of natural gas is 
estimated at 107 million mcf per year based on current entitlements under a sales contract expiring in 2027. There 
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are additional natural gas supply commitments on producing fields in Thailand and Indonesia which currently total 
approximately 45 million mcf per year under contracts expiring in years 2021 through 2029. The Corporation also 
has a commitment to supply approximately 15 million mcf of natural gas per year in the Bakken under a sales 
contract expiring in 2013. The Corporation also has NGL contracts relating to the Bakken, which commence in 
2013. The minimum contract quantity under these contracts, which expire in 2023, is approximately 9.6 million 
barrels per year. The estimated total volume of production subject to sales commitments under all these contracts is 
approximately 2,422 million mcf of natural gas and 96 million barrels of NGL. The Corporation has not 
experienced any significant constraints in satisfying the committed quantities required by its sales commitments and 
it anticipates being able to meet future requirements from available proved and probable reserves. 


Natural gas is marketed by the M&R segment on a spot basis and under contracts for varying periods of time 
to local distribution companies, and commercial, industrial and other purchasers. These natural gas marketing 
activities are primarily conducted in the eastern portion of the United States, where the principal source of supply is 
purchased natural gas, not the Corporation’s production from the E&P segment. The Corporation has not 
experienced any significant constraints in obtaining the required supply of purchased natural gas. 


Average selling prices and average production costs 


2011 2010 2009 
Average selling prices (a) 
Crude oil (per barrel) 
United: States: 2255 Mesdoiye needs sivas weeds eo eds awebae $ 98.56 $75.02 $60.67 
BUPOpe(D) ons odtene sind brat oageiadeeeaeorate ee eae 80.18 58.11 47.02 
AMC. 3.20.3 ehh hadi deka set ie begiedibe peace 88.46 65.02 48.91 
ASIA) Stety ett Mec tite eh pig eb eaten ea een ae t Maus Ae 111.71 79.23 63.01 
Worldwide vee. vesaga dead cage beug weeds eed doe gede 89.99 66.20 51.62 
Natural gas liquids (per barrel) 
United States: sci testavcdahasadaehd neoie denies sede $ 58.59 $47.92 $36.57 
BULOpe (Ds) 62244. scn seas bb Ada PR Eh A eeee fak eee 75.49 59.23 43.23 
ASIA i548 eg wend Oper dieyetee ing devad wees bee Seee sede 72.29 63.50 46.48 
Worldwide cc.c52 sasce ob aed obese eaeeeeaed date 62.72 50.49 38.47 
Natural gas (per mcf) 
United States. ccut.ce ceed deta dead tank whe teense ee $ 3.39 $ 3.70 $ 3.36 
Europe (b)..euo0 sa sede sacha teees Sida ae eke wes doen 8.79 6.23 5.15 
AS1a and OthEC ove e see eee ee eed aa oe ahha ee et 6.02 5.93 5.06 
Worldwide sc.isesivicddnbedtee bit biidediad eae 5.96 5.63 4.85 
Average production (lifting) costs per barrel of oil equivalent 
produced (c) 
United States. 2ntcsnckade epee aiegeu ci weee bhacteneccau $ 16.30 $12.61 $ 13.72 
Buropeé (b) i .2 id wesdd deat fet ie bogie dhelas ede 25.13 17.55 15:77 
PMT, oda gce8 toe et hs gna tb eA ahteh ek ee aS t Aecoe ea a 15.95 11.00 10.93 
ASia‘and Others ss ics 44 Fh atieegs Skea eente Bade ade 10.62 8.16 7.65 
WorldWide: ciyes.s ccuiiaca gh gee ee ae ea kee ee alee tn 17.40 12.61 12.12 


(a) Includes inter-company transfers valued at approximate market prices and the effect of the Corporation’s hedging activities. 


(b) The average selling prices in Norway for 2011 were $112.38 per barrel for crude oil, $62.07 per barrel for natural gas liquids and 
$9.77 per mcf for natural gas. The average production (lifting) cost in Norway in 2011 was $31.09 per barrel of oil equivalent produced. 
The average selling prices in Norway for 2010 were $79.47 per barrel for crude oil, $52.26 per barrel for natural gas liquids and 
$7.32 per mcf for natural gas. The average production (lifting) cost in Norway in 2010 was $18.33 per barrel of oil equivalent produced. 


(c) Production (lifting) costs consist of amounts incurred to operate and maintain the Corporation’s producing oil and gas wells, related 
equipment and facilities, transportation costs and production and severance taxes. The average production costs per barrel of oil 
equivalent reflect the crude oil equivalent of natural gas production converted on the basis of relative energy content (six mcf equals one 
barrel). 


The table above does not include costs of finding and developing proved oil and gas reserves, or the costs of 
related general and administrative expenses, interest expense and income taxes. 
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Gross and net undeveloped acreage at December 31, 2011 


Undeveloped 
Acreage (a) 
Gross Net 
(In thousands) 
United States’. 28 4-i54,4 hb Bed Sd boa heed wich as beep See Wee ea ee 2,902 2,038 
PRUPOP SUD): ag segs aceon, esa a saiee ava cdee ds gcactnattn cee asreet esd, Ga caus dee ape eae a hes 2,651 1,266 
PUPICA oie iie 58 Brae Shs a niet Week Wee Gard ae Ob aes eee eae 8,009 4,625 
Asia and other 2.0... 0... eee een teen eee en eees 11,250 6,960 
Total (C)is.. 03220049 Mandi tows ee eeauwe Mews d beatae bteadwaw ds omens 24,812 14,889 


(a) Includes acreage held under production sharing contracts. 
(b) Gross and net undeveloped acreage in Norway was 841 thousand and 132 thousand, respectively. 


(c) Licenses covering approximately 29% of the Corporation’s net undeveloped acreage held at December 31, 2011 are scheduled to expire 
during the next three years pending the results of exploration activities. These scheduled expirations are largely in Asia, South America 
and the United States. 


Gross and net developed acreage and productive wells at December 31, 2011 


Developed 
A sollestis to Productive Wells (a) 
Productive Wells Oil Gas 
Gross Net Gross Net Gross Net 
~~ (In thousands) 
United: States. .2:2.240..006.004.4260 y258es 972 684 1,446 730 65 51 
FRUPO PGi): s,pca:ctsscecte carats oc alat daa acgpate ane hiatal a ube 1,015 787 282 189 21 
AMTICAY 6.55.8 Bbc dt Gh nee eae ee he 9,832 933 903 130 — — 
INSTA oc 2icsis. Gta at Boa Brate Gu Sapte sab ine Ss See eae 2,200 630 80 10 461 102 
DOtal vo2dt.30 268s baw eis saewesekos 14,019 3,034 2,711 1,059 547 155 


(a) Includes multiple completion wells (wells producing from different formations in the same bore hole) totaling 28 gross wells and 19 net 
wells. 


(b) Gross and net developed acreage in Norway was 132 thousand and 43 thousand, respectively. Gross and net productive oil wells in 
Norway were 44 and 29, respectively. Gross and net productive gas wells in Norway were 9 and 1, respectively. 


Number of net exploratory and development wells drilled at December 31 


Net Exploratory Net Development 
Wells Wells 


2011 2010 2009 2011 2010 2009 


Productive wells 


United States: 2... ccc seas severe aeeea’ 20 — — 98 83 44 
BULOPC® son aiesd haeay Haat ae Paatog tae ae 6 1 7 25 18 12 
PRTTUC AG ce She cz doo. Shecn-3dy Reed. gael wideaseastmnedtandbonceaaes gueub toch 1 1 1 1 11 23 
Asia-and. other: 2.4 20644-8 dado dee serena ck ee 4 6 8 18 7 12 
31 8 16 142 119 91 

Dry holes 
United States. ccc ccc ce canes bebe ee eea’ — 5 4 — — — 
| 110) 0, a an ar a ae ere ee a ee 2 — —_— —_— — — 
Affica oo c eee eee eee eee ee eee 1 2, — _ 1 — 
Asia and other ...... 0.0... cc cece eee ee eee eee 1 2 — — — 
4 9 _ 1 = 
TOtalrc a2 e eee ee et ee aeons eae 35 17 22 142 120 91 


Number of wells in process of drilling at December 31, 2011 


Gross Net 
Wells Wells 
United. States: 2.0.44 bi¢ctenreia ct cwdw eed eedieed doddedslot tue dowdwdeebe veesd 203 71 
PUL OP Oi 5.5, oe ads ph Uetsch ag sage ahah ake aiion ancsledyty Qabuin ay Seb SG Aliead Sas ae Gola, Daa diara eae ES 10 8 
APTICAS so, 6 waieetod ote 248 ne det nid 4 bantee et wab& had ada dade eae ee Se 1 1 
Asia and other 2... 0.0... ccc eee eee e eee e teen nn nee 21 6 
TOCA 3 isesks sinks sees Sache decanter Se de ig Sor ca Nod abidrahe Re caracdee be Beep cack eerie breed nated eek eave ech kes 235 86 


Marketing and Refining 
Refining 


The Corporation owns a 50% interest in HOVENSA L.L.C. (HOVENSA), a joint venture with a subsidiary 
of Petroleos de Venezuela S.A. (PDVSA) that operated a refinery in the U.S. Virgin Islands. In addition, the 
Corporation owns and operates a refining facility in Port Reading, New Jersey. 


HOVENSA: In January 2012, HOVENSA announced a decision to shut down its refinery in St. Croix, 
U.S. Virgin Islands and operate the complex as an oil storage terminal. For further discussion of the refinery 
shutdown, see Note 5, HOVENSA L.L.C. Joint Venture in the notes to the Consolidated Financial Statements. 


Refining operations at HOVENSA consisted of crude units, a fluid catalytic cracking (FCC) unit and a 
delayed coker unit. The following table summarizes capacity and utilization rates for HOVENSA: 


Refinery Utilization 


Refinery ea nid cade Rican 
Capacity 2011 2010 2009 
(Thousands of 
barrels per day) 
CHG: 34 bese ee dep See eRe Tee eh beige hea 350* 81.1% 78.0% 80.3% 
Fluid catalytic cracker 2.0.1... eee eee eee 150 71.7% 66.5% 70.2% 
COR CE is gots entities wgoke ete ae nctpes ao eae hatha teak eee 58 77.4% 78.3% 81.6% 


* HOVENSA’s crude oil refining capacity was reduced to 350,000 from 500,000 barrels per day in the first half of 2011. 


Gross crude runs at HOVENSA averaged 284,000 barrels per day in 2011 compared with 
390,000 barrels per day in 2010 and 402,000 barrels per day in 2009. These utilization rates reflect weaker 
refining margins, together with planned and unplanned maintenance. 


Port Reading Facility: The Corporation owns and operates an FCC unit in Port Reading, New Jersey, 
with a capacity of 70,000 barrels per day. This facility, which processes residual fuel oil and vacuum gas oil, 
operated at a rate of approximately 63,000 barrels per day in 2011 compared with 55,000 and 63,000 barrels per 
day, respectively in 2010 and 2009. Substantially all of Port Reading’s production is gasoline and heating oil. 
During 2010, the Port Reading refining facility was shut down for 41 days for a scheduled turnaround. 


Marketing 


The Corporation markets refined petroleum products, natural gas and electricity on the East Coast of the 
United States to the motoring public, wholesale distributors, industrial and commercial users, other petroleum 
companies, governmental agencies and public utilities. 


The Corporation had 1,360 HESS® gasoline stations at December 31, 2011, including stations owned by its 
WilcoHess joint venture (Hess 44%). Approximately 92% of the gasoline stations are operated by the 
Corporation or WilcoHess. Of the operated stations, 95% have convenience stores on the sites. Most of the 
Corporation’s gasoline stations are in New York, New Jersey, Pennsylvania, Florida, Massachusetts, North 
Carolina and South Carolina. 
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The table below summarizes marketing sales volumes for the years ended December 31: 


2011* 2010* 2009* 


Refined petroleum product sales (thousands of barrels per day) 


GaSOlNG! esi 45% eedeeak sede wey esd ah eed dad edd w deed es 222 242 236 
Distillates: s2 0 eines oxeanteed dct taine ah Hae pecr eee 2 123 120 134 
Residuals: ss:cc¢tci. b.on8 tie eis bettered eh he boi he cha kobs 65 69 67 
OPR ET si othe cod 5 genioee ohh notes d Mash ok Ono AA eee eR eee 20 40 36 
Total refined petroleum product sales ........... 0.0.00. e ee eae 430 471 473 
Natural gas (thousands of mcf per day) ............ 0.0.0 e eee eee ee 2,167 2,016 2,010 
Electricity (megawatts round the clock) ....... 0.0.0... e eee eee ee ee 4,374 4,140 4,306 


* Of total refined petroleum products sold, a total of approximately 37%, 41% and 45% was obtained from HOVENSA and Port Reading in 
2011, 2010 and 2009, respectively. The Corporation purchased the balance from third parties under short-term supply contracts and spot 
purchases. 

The Corporation does not anticipate any disruption to product supply for its Marketing operations as a result 
of the shutdown of HOVENSA’s refinery. 


The Corporation owns 20 terminals with an aggregate storage capacity of 21 million barrels in its East Coast 
marketing areas. The Corporation also owns a terminal in St. Lucia with a storage capacity of 10 million barrels, 
which is operated for third party storage. 


The Corporation has a 50% interest in Bayonne Energy Center, LLC, a joint venture established to build and 
operate a 512-megawatt natural gas fueled electric generating station in Bayonne, New Jersey. The joint venture 
plans to sell electricity into the New York City market by a direct connection with the Con Edison Gowanus 
substation. Construction of the facility began in mid-2010 and operations are due to commence in mid-2012. 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities and 
derivatives. The Corporation also takes energy commodity and derivative trading positions for its own account. 


A subsidiary of the Corporation is exploring the development of fuel cell and hydrogen reforming 
technologies. 


For additional financial information by segment see Note 19, Segment Information in the notes to the 
Consolidated Financial Statements. 


Competition and Market Conditions 


See Item LA. Risk Factors Related to Our Business and Operations, for a discussion of competition and 
market conditions. 


Other Items 
Gulf of Mexico Update 


The Corporation has filed 183 Suspension of Operations (SOO) requests with the Bureau of Safety and 
Environmental Enforcement (BSEE). These SOO requests seek the BSEE’s approval for the extension of leases 
beyond their initial period where operations required to hold the leases have been delayed due to circumstances 
beyond the control of the Corporation. All 183 SOO requests have been approved for one year extensions. In 
addition, the Corporation has applied and received approval for exploration plans for two deepwater prospects. 
Further discussions have been held with the BSEE concerning the Corporation’s oil spill response plan for its 
Gulf of Mexico operations, which is also awaiting approval. This plan sets forth expectations for response 
training, drills and capabilities and the strategies, procedures and methods that the Corporation will employ in the 
event of a spill covering the following topics: spill response organization, incident command post, 
communications and notifications, spill detection and assessment (including worst case discharge scenarios), 
identification and protection of environmental resources, strategic response planning, mobilization and 
deployment of spill response equipment and personnel, oil and debris removal and disposal, the use of 
dispersants and chemical and biological agents, in-situ burning of oil, wildlife rehabilitation and documentation 
requirements. 
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Emergency Preparedness and Response Plans and Procedures 


The Corporation has in place a series of business and asset-specific emergency preparedness, response and 
business continuity plans that detail procedures for rapid and effective emergency response and environmental 
mitigation activities. These plans are risk appropriate and are maintained, reviewed and updated as necessary to 
ensure their accuracy and suitability. Where appropriate, they are also reviewed and approved by the relevant 
host government authorities. 


Responder training and drills are routinely held worldwide to assess and continually improve the 
effectiveness of the Corporation’s plans. The Corporation’s contractors, service providers, representatives from 
government agencies and, where applicable, joint venture partners participate in the drills to ensure that 
emergency procedures are comprehensive and can be effectively implemented. 


To complement internal capabilities and to ensure coverage for its global operations, the Corporation 
maintains membership contracts with a network of local, regional and global oil spill response and emergency 
response organizations. At the regional and global level, these organizations include Clean Gulf Associates, 
Helix Well Containment Group (HWCG), Marine Well Containment Company (MWCC), Wild Well Control, 
National Response Corporation (NRC) and Oil Spill Response (OSR). Clean Gulf Associates is a regional spill 
response organization and HWCG and MWCC both provide the equipment and personnel to contain an 
underwater well control incident in the Gulf of Mexico. Wild Well Control provides firefighting, well control and 
engineering services globally. NRC and OSR are global response organizations and are available to assist the 
Corporation when needed anywhere in the world. In addition to owning response assets in their own right, these 
organizations maintain business relationships that provide immediate access to additional critical response 
support services if required. These owned response assets included nearly 300 recovery and storage vessels and 
barges, more than 250 skimmers, over 300,000 feet of boom, and significant quantities of dispersants and other 
ancillary equipment, including aircraft. If the Corporation were to engage these organizations to obtain additional 
critical response support services, it would fund such services and seek reimbursement under its insurance 
coverage described below. In certain circumstances, the Corporation pursues and enters into mutual aid 
agreements with other companies and government cooperatives to receive and provide oil spill response 
equipment and personnel support. The Corporation maintains close associations with emergency response 
organizations through its representation on the Executive Committee of Clean Gulf Associates and the Board of 
Directors of OSR. 


The Corporation continues to participate in a number of industry-wide task forces that are studying better 
ways to assess the risk of and prevent onshore and offshore incidents, access and control blowouts in subsea 
environments, and improve containment and recovery methods. The task forces are working closely with the oil 
and gas industry and international government agencies to implement improvements and increase the 
effectiveness of oil spill prevention, preparedness, response and recovery processes. 


Insurance Coverage and Indemnification 


The Corporation maintains insurance coverage that includes coverage for physical damage to its property, third 
party liability, workers’ compensation and employers’ liability, general liability, sudden and accidental pollution, 
and other coverage. This insurance coverage is subject to deductibles, exclusions and limitations and there is no 
assurance that such coverage will adequately protect the Corporation against liability from all potential 
consequences and damages. 


The amount of insurance covering physical damage to the Corporation’s property and liability related to 
negative environmental effects resulting from a sudden and accidental pollution event, excluding windstorm 
coverage in the Gulf of Mexico for which it is self insured, varies by asset, based on the asset’s estimated 
replacement value or the estimated maximum loss. In the case of a catastrophic event, first party coverage 
consists of two tiers of insurance. The first $250 million of coverage is provided through an industry mutual 
insurance group. Above this $250 million threshold, insurance is carried which ranges in value to over $2.0 
billion in total, depending on the asset coverage level, as described above. Additionally, the Corporation carries 
insurance which provides third party coverage for general liability, and sudden and accidental pollution, up to $1 
billion. Beginning in 2012, the first layer of insurance coverage has been increased to $300 million, and above 
that threshold, insurance is carried which ranges in value to over $2.25 billion. 
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Other insurance policies provide coverage for, among other things: charterer’s legal liability, in the amount 
of $500 million per occurrence and aircraft liability, in the amount of $300 million per occurrence. 


The Corporation’s insurance policies renew at various dates each year. Future insurance coverage for the 
industry could increase in cost and may include higher deductibles or retentions, or additional exclusions or 
limitations. In addition, some forms of insurance may become unavailable in the future or unavailable on terms 
that are deemed economically acceptable. 


Generally, the Corporation’s drilling contracts (and most of its other offshore services contracts) provide for 
a mutual hold harmless indemnity structure whereby each party to the contract (the Corporation and Contractor) 
indemnifies the other party for injuries or damages to their personnel and property regardless of fault. Variations 
include indemnity exclusions to the extent a claim is attributable to the gross negligence and/or willful 
misconduct of a party. Third-party claims, on the other hand, are generally allocated on a fault basis. 


The Corporation is customarily responsible for, and indemnifies the Contractor against, all claims, including 
those from third-parties, to the extent attributable to pollution or contamination by substances originating from its 
reservoirs or other property (regardless of fault, including gross negligence and willful misconduct) and the 
Contractor is responsible for and indemnifies the Corporation for all claims attributable to pollution emanating 
from the Contractor’s property. Additionally, the Corporation is generally liable for all of its own losses and most 
third-party claims associated with catastrophic losses such as blowouts, cratering and loss of hole, regardless of 
cause, although exceptions for losses attributable to gross negligence and/or willful misconduct do exist. Lastly, 
many offshore services contracts include overall limitations of the Contractor’s liability equal to the value of the 
contract or a fixed amount, whichever is greater. 


Under a standard joint operating agreement (JOA), each party is liable for all claims arising under the JOA, 
not covered by or in excess of insurance carried by the JOA, to the extent of its participating interest (operator or 
non-operator). Variations include indemnity exclusions where the claim is based upon the gross negligence and/ 
or willful misconduct of a party in which case such party is solely liable. However, under some production 
sharing contracts between a governmental entity and commercial parties, liability of the commercial parties to the 
governmental entity is joint and several. 


Environmental 


Compliance with various existing environmental and pollution control regulations imposed by federal, state, 
local and foreign governments is not expected to have a material adverse effect on the Corporation’s financial 
condition or results of operations. The Corporation spent $19 million in 2011 for environmental remediation. The 
Corporation anticipates capital expenditures for facilities, primarily to comply with federal, state and local 
environmental standards, other than for the low sulfur requirements, of approximately $120 million in both 2012 
and 2013. For further discussion of environmental matters see the Environment, Health and Safety section of 
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


Number of Employees 


The number of persons employed by the Corporation at year-end was approximately 14,350 in 2011 and 
13,800 in 2010. 


Other 


The Corporation’s Internet address is www.hess.com. On its website, the Corporation makes available free of 
charge its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and 
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as 
reasonably practicable after the Corporation electronically files with or furnishes such material to the Securities and 
Exchange Commission. The contents of the Corporation’s website are not incorporated by reference in this report. 
Copies of the Corporation’s Code of Business Conduct and Ethics, its Corporate Governance Guidelines and the 
charters of the Audit Committee, the Compensation and Management Development Committee and the Corporate 
Governance and Nominating Committee of the Board of Directors are available on the Corporation’s website and 
are also available free of charge upon request to the Secretary of the Corporation at its principal executive offices. 
The Corporation has also filed with the New York Stock Exchange (NYSE) its annual certification that the 
Corporation’s chief executive officer is unaware of any violation of the NYSE’s corporate governance standards. 
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Item 1A. Risk Factors Related to Our Business and Operations 


Our business activities and the value of our securities are subject to significant risk factors, including those 
described below. The risk factors described below could negatively affect our operations, financial condition, 
liquidity and results of operations, and as a result, holders and purchasers of our securities could lose part or all 
of their investments. It is possible that additional risks relating to our securities may be described in a prospectus 
supplement if we issue securities in the future. 


Our business and operating results are highly dependent on the market prices of crude oil, natural 
gas, refined petroleum products and electricity, which can be very volatile. Our estimated proved reserves, 
revenue, operating cash flows, operating margins, future earnings and trading operations are highly dependent on 
the prices of crude oil, natural gas, refined petroleum products and electricity, which are volatile and influenced 
by numerous factors beyond our control. Changes in commodity prices can also have a material impact on 
collateral and margin requirements under our derivative contracts. The major foreign oil producing countries, 
including members of the Organization of Petroleum Exporting Countries (OPEC), exert considerable influence 
over the supply and price of crude oil and refined petroleum products. Their ability or inability to agree on a 
common policy on rates of production and other matters has a significant impact on the oil markets. The 
commodities trading markets as well as other supply and demand factors may also influence the selling prices of 
crude oil, natural gas, refined petroleum products and electricity. To the extent that we engage in hedging 
activities to mitigate commodity price volatility, we may not realize the benefit of price increases above the 
hedged price. In order to manage the potential volatility of cash flows and credit requirements, the Corporation 
utilizes significant bank credit facilities. An inability to renew or replace such credit facilities or access other 
sources of funding as they mature would negatively impact our liquidity. 


If we fail to successfully increase our reserves, our future crude oil and natural gas production will be 
adversely impacted. We own or have access to a finite amount of oil and gas reserves which will be depleted 
over time. Replacement of oil and gas production and reserves, including proved undeveloped reserves, is subject 
to successful exploration drilling, development activities, and enhanced recovery programs. Therefore, future oil 
and gas production is dependent on technical success in finding and developing additional hydrocarbon reserves. 
Exploration activity involves the interpretation of seismic and other geological and geophysical data, which does 
not always successfully predict the presence of commercial quantities of hydrocarbons. Drilling risks include 
unexpected adverse conditions, irregularities in pressure or formations, equipment failure, blowouts and weather 
interruptions. Future developments may be affected by unforeseen reservoir conditions which negatively affect 
recovery factors or flow rates. The costs of drilling and development activities have increased in recent years 
which could negatively affect expected economic returns. Reserve replacement can also be achieved through 
acquisition. Although due diligence is used in evaluating acquired oil and gas properties, similar risks may be 
encountered in the production of oil and gas on properties acquired from others. 


There are inherent uncertainties in estimating quantities of proved reserves and discounted future net 
cash flow, and actual quantities may be lower than estimated. Numerous uncertainties exist in estimating 
quantities of proved reserves and future net revenues from those reserves. Actual future production, oil and gas 
prices, revenues, taxes, capital expenditures, operating expenses, and quantities of recoverable oil and gas 
reserves may vary substantially from those assumed in the estimates and could materially affect the estimated 
quantities of our proved reserves and the related future net revenues. In addition, reserve estimates may be 
subject to downward or upward changes based on production performance, purchases or sales of properties, 
results of future development, prevailing oil and gas prices, production sharing contracts, which may decrease 
reserves as crude oil and natural gas prices increase, and other factors. 


We are subject to changing laws and regulations and other governmental actions that can 
significantly and adversely affect our business. Federal, state, local, territorial and foreign laws and 
regulations relating to tax increases and retroactive tax claims, disallowance of tax credits and deductions, 
expropriation or nationalization of property, mandatory government participation, cancellation or amendment of 
contract rights, and changes in import and export regulations, limitations on access to exploration and 
development opportunities, as well as other political developments may affect our operations. The Dodd-Frank 
Wall Street Reform Act, enacted in 2010, delegated rulemaking responsibilities to carry out the Act to various 
U.S. government agencies. Our business could potentially be adversely impacted by one or more of the final 
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rules under this Act, when issued, including potential additional costs to engage in certain derivative transactions. 
We also market motor fuels through lessee-dealers and wholesalers in certain states where legislation prohibits 
producers or refiners of crude oil from directly engaging in retail marketing of motor fuels. Similar legislation 
has been periodically proposed in various other states. As a result of the accident in April 2010 at the BP p.l.c. 
(BP) operated Macondo prospect in the Gulf of Mexico (in which the Corporation was not a participant) and the 
ensuing significant oil spill, a temporary drilling moratorium was imposed in the Gulf of Mexico. While this 
moratorium has since been lifted, significant new regulations have been imposed and further legislation and 
regulations may be proposed, including an increase in the potential liability in the event of an oil spill. The new 
regulatory environment has resulted in a longer permitting process and higher costs. 


Political instability in areas where we operate can adversely affect our business. Some of the 
international areas in which we operate, and the partners with whom we operate, are politically less stable than 
other areas and partners. Political unrest in North Africa and the Middle East has affected and may continue to 
affect our operations in these areas as well as oil and gas markets generally. The threat of terrorism around the 
world also poses additional risks to the operations of the oil and gas industry. 


Our oil and gas operations are subject to environmental risks and environmental laws and regulations 
that can result in significant costs and liabilities. Our oil and gas operations, like those of the industry, are 
subject to environmental risks such as oil spills, produced water spills, gas leaks and ruptures and discharges of 
substances or gases that could expose us to substantial liability for pollution or other environmental damage. For 
example, the accident at the BP operated Macondo prospect in April 2010 resulted in a significant release of 
crude oil which caused extensive environmental and economic damage. Our operations are also subject to 
numerous United States federal, state, local and foreign environmental laws and regulations. Non-compliance 
with these laws and regulations may subject us to administrative, civil or criminal penalties, remedial clean-ups 
and natural resource damages or other liabilities. In addition, increasingly stringent environmental regulations, 
particularly relating to the production of motor and other fuels, have resulted and will likely continue to result in 
higher capital expenditures and operating expenses for us and the oil and gas industry in general. 


Concerns have been raised in certain jurisdictions where we have operations concerning the safety and 
environmental impact of the drilling and development of unconventional oil and gas resources, particularly using 
the process of hydraulic fracturing. While we believe that these operations can be conducted safely and with 
minimal impact on the environment, regulatory bodies are responding to these concerns and may impose 
moratoriums and new regulations on such drilling operations that would likely have the effect of prohibiting or 
delaying such operations and increasing their cost. For example, a moratorium prohibiting hydraulic fracturing is 
currently impacting the Corporation’s operations in France. 


Concerns about climate change may result in significant operational changes and expenditures and 
reduced demand for our products. We recognize that climate change is a global environmental concern. 
Continuing political and social attention to the issue of climate change has resulted in both existing and pending 
international agreements and national, regional or local legislation and regulatory measures to limit greenhouse 
gas emissions. These agreements and measures may require significant equipment modifications, operational 
changes, taxes, or purchase of emission credits to reduce emission of greenhouse gases from our operations, 
which may result in substantial capital expenditures and compliance, operating, maintenance and remediation 
costs. In addition, we manufacture petroleum fuels, which through normal customer use result in the emission of 
greenhouse gases. Regulatory initiatives to reduce the use of these fuels may reduce our sales of, and revenues 
from, these products. Finally, to the extent that climate change may result in more extreme weather related 
events, we could experience increased costs related to prevention, maintenance and remediation of affected 
operations in addition to costs and lost revenues related to delays and shutdowns. 


Our industry is highly competitive and many of our competitors are larger and have greater 
resources than we have. The petroleum industry is highly competitive and very capital intensive. We 
encounter competition from numerous companies in each of our activities, including acquiring rights to explore 
for crude oil and natural gas, and in purchasing and marketing of refined petroleum products, natural gas and 
electricity. Many competitors, including national oil companies, are larger and have substantially greater 
resources. We are also in competition with producers and marketers of other forms of energy. Increased 
competition for worldwide oil and gas assets has significantly increased the cost of acquisitions. In addition, 
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competition for drilling services, technical expertise and equipment has, in the recent past, affected the 
availability of technical personnel and drilling rigs, resulting in increased capital and operating costs. 


Catastrophic events, whether naturally occurring or man-made, may materially affect our operations 
and financial conditions. Our oil and gas operations are subject to unforeseen occurrences which have 
affected us from time to time and which may damage or destroy assets, interrupt operations and have other 
significant adverse effects. Examples of catastrophic risks include hurricanes, fires, explosions and blowouts, 
such as the accident at the Macondo prospect operated by BP in the Gulf of Mexico in 2010. Although we 
maintain insurance coverage against property and casualty losses, there can be no assurance that such insurance 
will adequately protect the Corporation against liability from all potential consequences and damages. Moreover, 
some forms of insurance may be unavailable in the future or be available only on terms that are deemed 
economically unacceptable. 


Item 3. Legal Proceedings 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been 
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of 
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the 
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, 
including the Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective 
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to 
groundwater resources and are required to take remedial action to ameliorate the alleged effects on the 
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In 
2010 and 2011, additional cases were settled including an action brought in state court by the State of New 
Hampshire. Two separate cases brought by the State of New Jersey and the Commonwealth of Puerto Rico 
remain unresolved. In 2007, a pre-tax charge of $40 million was recorded to cover all of the known MTBE cases 
against the Corporation. 


The Corporation received a directive from the New Jersey Department of Environmental Protection 
(NJDEP) to remediate contamination in the sediments of the lower Passaic River and the NJDEP is also seeking 
natural resource damages. The directive, insofar as it affects the Corporation, relates to alleged releases from a 
petroleum bulk storage terminal in Newark, New Jersey now owned by the Corporation. The Corporation and 
over 70 companies entered into an Administrative Order on Consent with the Environmental Protection Agency 
(EPA) to study the same contamination. The NJDEP has also sued several other companies linked to a facility 
considered by the State to be the largest contributor to river contamination. In January 2009, these companies 
added third party defendants, including the Corporation, to that case. In June 2007, the EPA issued a draft study 
which evaluated six alternatives for early action, with costs ranging from $900 million to $2.3 billion for all 
parties. Based on adverse comments from the Corporation and others, the EPA is reevaluating its alternatives. In 
addition, the federal trustees for natural resources have begun a separate assessment of damages to natural 
resources in the Passaic River. Given the ongoing studies, remedial costs cannot be reliably estimated at this 
time. Based on currently known facts and circumstances, the Corporation does not believe that this matter will 
result in a material liability because its terminal could not have contributed contamination along most of the 
river’s length and did not store or use contaminants which are of the greatest concern in the river sediments, and 
because there are numerous other parties who will likely share in the cost of remediation and damages. 


On July 25, 2011, the Virgin Islands Department of Planning and Natural Resources commenced an 
enforcement action against HOVENSA by issuance of documents titled “Notice Of Violation, Order For 
Corrective Action, Notice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing” (the “NOVs”). 
The NOVs assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of odor 
incidents on St. Croix in May 2011 and proposes total penalties of $210,000. HOVENSA is engaging in 
settlement discussions with the Government of the Virgin Islands, but believes that it has good defenses against 
the asserted violations. 


On December 16, 2010, the Virgin Islands Department of Planning and Natural Resources commenced four 
separate enforcement actions against HOVENSA by issuance of documents titled “Notice Of Violation, Order 
For Corrective Action, Notice Of Assessment of Civil Penalty, Notice Of Opportunity For Hearing”. The NOVs 
assert violations of Virgin Islands Air Pollution Control laws and regulations arising out of air release incidents 
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at the HOVENSA refinery in 2009 and 2010 and propose total penalties of $1,355,000. HOVENSA anticipates 
settling this matter in the first quarter of 2012. 


In July 2004, Hess Oil Virgin Islands Corp. (HOVIC), a wholly owned subsidiary of the Corporation, and 
HOVENSA, each received a letter from the Commissioner of the Virgin Islands Department of Planning and 
Natural Resources and Natural Resources Trustees, advising of the Trustee’s intention to bring suit against 
HOVIC and HOVENSA under the Comprehensive Environmental Response, Compensation and Liability Act 
(CERCLA). The letter alleges that HOVIC and HOVENSA are potentially responsible for damages to natural 
resources arising from releases of hazardous substances from the HOVENSA refinery, which had been operated 
by HOVIC until October 1998. An action was filed on May 5, 2005 in the District Court of the Virgin Islands 
against HOVENSA, HOVIC and other companies that operated industrial facilities on the south shore of 
St. Croix asserting that the defendants are liable under CERCLA and territorial statutory and common law for 
damages to natural resources. HOVIC and HOVENSA are continuing to vigorously defend this matter and do not 
believe that this matter will result in a material liability as they believe that they have strong defenses against this 
complaint. 


The Corporation periodically receives notices from the EPA that it is a “potential responsible party” under 
the Superfund legislation with respect to various waste disposal sites. Under this legislation, all potentially 
responsible parties are jointly and severally liable. For certain sites, the EPA’s claims or assertions of liability 
against the Corporation relating to these sites have not been fully developed. With respect to the remaining sites, 
the EPA’s claims have been settled, or a proposed settlement is under consideration, in all cases for amounts that 
are not material. The ultimate impact of these proceedings, and of any related proceedings by private parties, on 
the business or accounts of the Corporation cannot be predicted at this time due to the large number of other 
potentially responsible parties and the speculative nature of clean-up cost estimates, but is not expected to be 
material. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or 
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings 
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues 
may need to be resolved, including through potentially lengthy discovery and determination of important factual 
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in 
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is 
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of 
the Corporation. 
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PART II 


Item 5. Market for the Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of 
Equity Securities 


Stock Market Information 


The common stock of Hess Corporation is traded principally on the New York Stock Exchange (ticker 
symbol: HES). High and low sales prices were as follows: 


2011 2010 
Quarter Ended High Low High Low 
Mareh 31) esis dea eeastttane BlacteG aoe ardeGugiapdin pate RS $87.40 $76.00 $66.49 $55.89 
JUNE. 30 258 nnd es ah Sane eS Meee ed De eae dee ee Se 87.19 67.65 66.22 48.70 
September: 30 os. a ses sss dsc. getuetics, Sap og-elesecolapalangelasay ae bed 77.12 50.42 59.79 48.71 
December 3) shiccccestemdsiand ieewedi tended nckees 66.49 46.66 76.98 59.23 


Performance Graph 


Set forth below is a line graph comparing the five year shareholder return on a $100 investment in the 
Corporation’s common stock assuming reinvestment of dividends, against the cumulative total returns for the 
following indexes: 


° Standard & Poor’s 500 Stock Index, which includes the Corporation, and 


e AMEX Oil Index, which is comprised of companies involved in various phases of the oil industry 
including the Corporation. 


Comparison of Five-Year Shareholder Returns 


Years Ended December 31, 
$250 
$200 - - 
$150 - _ 
$100 + — - - 
$50 - - - - - - - - - - - - - - - 
$0 
2006 2007 2008 2009 2010 2011 
— Hess Corporation $100.00 $204.69 $109.41 $124.29 $158.28 $118.19 
—-A-— - S&P 500 $100.00 $105.49 $66.47 $84.06 $96.74 $98.76 
---@-- Amex Oil Index $100.00 $134.09 $86.51 $97.89 $114.57 $119.27 


Holders 


At December 31, 2011, there were 5,635 stockholders (based on the number of holders of record) who 
owned a total of 339,975,610 shares of common stock. 


Dividends 
Cash dividends on common stock totaled $0.40 per share ($0.10 per quarter) during 2011, 2010 and 2009. 
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Equity Compensation Plans 


Following is information on the Registrant’s equity compensation plans at December 31, 2011: 


Number of 
Securities 
Remaining 
Available for 
Number of Future Issuance 
Securities to Weighted Under Equity 
be Issued Average Compensation 
Upon Exercise Exercise Price Plans 
of Outstanding of Outstanding (Excluding 
Options, Options, Securities 
Warrants and Warrants and Reflected in 
Plan Category Rights (a) Rights (b) Column (a)) (c) 
Equity compensation plans approved by security 
OIGESIS: <5. jetdeastsarare ation as Coho guaaneresehn meade ots aan 13,570,000 $61.68 8,403,000* 
Equity compensation plans not approved by security 
Holders®* 2. da, ecdgiaies do.42e dagen earns Meee: — + —— 


* These securities may be awarded as stock options, restricted stock or other awards permitted under the Registrant’s equity compensation 


plan. 


** — The Corporation has a Stock Award Program pursuant to which each non-employee director received approximately $150,000 in value 
of the Corporation’s common stock in 2011. These awards were made from shares purchased by the Corporation in the open market. 


See Note 11, Share-based Compensation in the notes to the Consolidated Financial Statements for further 
discussion of the Corporation’s equity compensation plans. 
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Item 6. Selected Financial Data 


A five-year summary of selected financial data follows: 
2011 2010 2009 2008 2007 


(Millions of dollars, except per share amounts) 
Sales and other operating revenues 


Crude oil and natural gas liquids ................ $ 9,065 $7,235 $5,665 $ 7,764 $ 6,303 
Natural gas (including sales of purchased gas) ..... 5,526 5,723 5,894 8,800 6,877 
Refined petroleum products .................04 19,459 16,103 12,931 19,765 14,741 
PISCHICIEY 3 3:5c04 ties id aue ane oened omelet ae er 2,957 3,165 3,408 3,451 2,322 
Convenience store sales and other operating 
TEVENUCS sect teat chen bbe de eee as 1,459 1,636 1,716 1,354 1,484 
Total aie sand ogee web a Reekn ceee eae $38,466 $33,862 $29,614 $41,134 $31,727 
Net income attributable to Hess Corporation ......... $ 1,703(a) $ 2,125(b) $ 740(c) $ 2,360(d) $ 1,832(e) 
Earnings per share 
BaSiG siceg ed aoa weds denies 3 Gah ee Re oebauedaeees $ 5.05 $ 652 $ 2.28 $ 7.35 $ 5.86 
DMG 5:4: 8 issscore ashe ween aene alee oe ree beet ae als $ 501 $ 647 $ 2.27 $ 7.24 $ 5.74 
Total assets os. 5i ese bev save saw bbe veuesweuens $39,136 $35,396 $29,465 $28,589 $26,131 
Total debt: s..1csssne htsonee each e ede oe Boke $ 6,057 $5,583 $4467 $ 3,955 $ 3,980 
Total equity: ci .scdsa ceca seca eda weGeew sie eases $18,592 $16,809 $13,528 $12,391 $10,000 
Dividends per share of common stock .............. $ 40 $ 40 $ 40 $ 40 $  .40 


(a) Includes after-tax charges totaling $694 million relating to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery, asset 
impairments and an increase in the United Kingdom supplementary tax rate, partially offset by after-tax income of $413 million relating 
to gains on asset sales. 


(b) Includes after-tax income of $1,130 million relating to gains on asset sales, partially offset by charges totaling $694 million for an asset 
impairment, an impairment of the Corporation’s equity investment in HOVENSA, dry hole expense and premiums on repurchases of 
fixed-rate public notes. 


(c) Includes after-tax expenses totaling $104 million relating to repurchases of fixed-rate public notes, retirement benefits, employee 
severance costs and asset impairments, partially offset by after-tax income totaling $101 million principally relating to the resolution of 
a United States royalty dispute. 


(d) Includes after-tax expenses totaling $26 million primarily relating to asset impairments and hurricanes in the Gulf of Mexico. 


(e) Includes net after-tax expenses of $75 million primarily relating to asset impairments, estimated production imbalance settlements and a 
charge for MTBE litigation, partially offset by income from LIFO inventory liquidations and gains on asset sales. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 
Overview 


The Corporation is a global integrated energy company that operates in two segments, Exploration and 
Production (E&P) and Marketing and Refining (M&R). The E&P segment explores for, develops, produces, 
purchases, transports and sells crude oil and natural gas. The M&R segment manufactures refined petroleum 
products and purchases, markets and trades refined petroleum products, natural gas and electricity. 


Net income in 2011 was $1,703 million compared with $2,125 million in 2010 and $740 million in 2009. 
Diluted earnings per share were $5.01 in 2011 compared with $6.47 in 2010 and $2.27 in 2009. A table of items 
affecting comparability between periods is shown on page 23. 


Exploration and Production 


The Corporation’s strategy for the E&P segment is to profitably grow reserves and production in a 
sustainable and financially disciplined manner. The Corporation’s total proved reserves were 1,573 million 
barrels of oil equivalent (boe) at December 31, 2011 compared with 1,537 million boe at December 31, 2010 and 
1,437 million boe at December 31, 2009. 


E&P earnings were $2,675 million in 2011, $2,736 million in 2010 and $1,042 million in 2009. Average 
realized crude oil selling prices were $89.99 per barrel in 2011, $66.20 in 2010 and $51.62 in 2009, including the 
impact of hedging. Average realized natural gas selling prices were $5.96 per mcf in 2011, $5.63 in 2010 and 
$4.85 in 2009. Production averaged 370,000 barrels of oil equivalent per day (boepd) in 2011, a decrease of 
48,000 boepd or 11% from 2010. Production averaged 408,000 boepd in 2009. The Corporation estimates that 
total worldwide production will average between 370,000 and 390,000 boepd in 2012, excluding the impact of 
asset sales and any Libyan production. 


The following is an update of significant E&P activities during 2011: 


¢ In North Dakota, net production from the Bakken oil shale play averaged approximately 30,000 boepd 
during 2011 and 38,000 boepd for the fourth quarter 2011. The Corporation forecasts Bakken production 
will average 60,000 boepd for the full year of 2012 and is targeted to reach 120,000 boepd in 2015. 


¢ The Corporation and its partner sanctioned the development of the Tubular Bells Field (Hess 57%) in the 
Mississippi Canyon Block 725 Area in the deepwater Gulf of Mexico. In 2012, field development will be 
advanced with the construction of a floating production system and development drilling is scheduled to 
start in the second quarter. First production is anticipated in 2014. 


¢ In the third quarter of the year, the Corporation announced the acquisition of approximately 185,000 net 
acres in the Utica Shale play in eastern Ohio. The Corporation entered into agreements to acquire 
approximately 85,000 net acres for approximately $750 million, principally through the acquisition of 
Marquette Exploration, LLC. In October 2011, the Corporation completed the acquisition of a 50% 
undivided interest in CONSOL Energy Inc.’s (CONSOL) nearly 200,000 acres in the Utica Shale play for 
$59 million in cash at closing and the agreement to fund 50% of CONSOL’s share of the drilling costs up 
to $534 million within a 5-year period. Appraisal of the Utica acreage commenced in the fourth quarter 
and will continue during 2012 with the acquisition of seismic and the planned drilling of 29 wells. 


e The Corporation filed a Notice of Discovery with the Ministry for Energy of Ghana for the Paradise-1 
exploration well in the Deepwater Tano Cape Three Points block. The well encountered an estimated 490 
net feet of oil and gas condensate pay over three separate intervals. The Corporation is operator and has a 
90% working interest in the license. The Corporation anticipates commencing additional exploration 
drilling in the first quarter of 2012, subject to government approvals and rig availability. 


¢ In 2011, the Corporation drilled the Andalan-1 well on the Semai V block, offshore Indonesia (Hess 
100%). The well encountered reservoir sands and hydrocarbons but not in commercial quantities. This 
well, along with a follow up well, was expensed in the fourth quarter. In September 2011, the operator of 
Block CA-1 in Brunei (Hess 14%) spud the Julong Center well. This well also failed to find commercial 
quantities of hydrocarbons and was expensed. 
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¢ In February 2011, the Corporation completed the sale of its interests in certain natural gas producing 
assets located in the United Kingdom North Sea for cash proceeds of $359 million, after post-closing 
adjustments, resulting in a pre-tax gain of $343 million ($310 million after income taxes). In August 
2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore Norway 
and the Cook Field (Hess 28%) in the United Kingdom North Sea for cash proceeds of $131 million, after 
post-closing adjustments. These disposals resulted in non-taxable gains totaling $103 million. 


Status of Libyan Operations 


In response to civil unrest in Libya, a number of measures were taken by the international community in the 
first quarter of 2011, including the imposition of economic sanctions. Production at the Waha Field was suspended 
in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation delivered force 
majeure notices to the Libyan government relating to the agreements covering its exploration and production 
interests in order to protect its rights while it was temporarily prevented from fulfilling its obligations and benefiting 
from the rights granted by those agreements. Production at the Waha Field restarted during the fourth quarter of 
2011 at levels that were significantly lower than those prior to the civil unrest. The Corporation’s Libyan production 
averaged 23,000 barrels of oil equivalent per day (boepd) for the full year of 2010 and 4,000 boepd for 2011. The 
force majeure covering the Corporation’s production interests was withdrawn at the end of the fourth quarter of 
2011, as the economic sanctions were lifted. The force majeure covering the Corporation’s offshore exploration 
interests remained in place at year-end but is expected to be withdrawn in 2012. The Corporation had proved 
reserves of 166 million barrels of oil equivalent in Libya at December 31, 2011. At December 31, 2011, the net 
book value of the Corporation’s exploration and production assets in Libya was approximately $500 million. 


Marketing and Refining 

The Corporation’s strategy for the M&R segment is to deliver strong operating performance and generate free 
cash flow. In January 2012, HOVENSA announced a decision to shut down its refinery in St. Croix, U.S. Virgin 
Islands and operate the complex as an oil storage terminal. Results from M&R activities amounted to losses of $584 
million in 2011, losses of $231 million in 2010 and earnings of $127 million in 2009. Refining operations generated 
losses of $728 million in 2011, $445 million in 2010 and $87 million in 2009. Refining results include after-tax 
charges of $525 million in 2011 and $289 million in 2010 related to the Corporation’s investment in HOVENSA. 
Marketing earnings were $185 million in 2011, $215 million in 2010 and $168 million in 2009. 


Liquidity and Capital and Exploratory Expenditures 


Net cash provided by operating activities was $4,984 million in 2011, $4,530 million in 2010 and 
$3,046 million in 2009. At December 31, 2011, cash and cash equivalents totaled $351 million compared with 
$1,608 million at December 31, 2010, principally due to increased capital expenditures. Total debt was 
$6,057 million at December 31, 2011 and $5,583 million at December 31, 2010. The Corporation’s debt to 
capitalization ratio at December 31, 2011 was 24.6% compared with 24.9% at the end of 2010. 


Capital and exploratory expenditures were as follows for the years ended December 31: 


2011 2010 2009 
(Millions of dollars) 

Exploration and Production 

United States: gc. ew pete ec cbeee tee 4 eee dha delet wnt $4,305 $2,935 $1,200 

International ..... 0.0... eee eens 3,039 2,822 1,927 

Total Exploration and Production ............. 0.00 e eee eee eee 7,344 3/57 3,127 
Marketing, Refining and Corporate ....................0.0 00005. 118 98 118 

Total capital and exploratory expenditures ..................... $7,462 $5,855 $3,245 
Exploration expenses charged to income included above: 

Wnited States: s.ccaatvcattna doa seeiectg hae aut A dec diaviacaces eet ae eee wee $ 197 $ 154 $ 144 

Intemational |..5 ..0csa eed se ela sda eRe SRS began se 259 209 183 

Total exploration expenses charged to income included above ...... $ 456 $ 363 $ 327 
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The Corporation anticipates investing $6.8 billion in capital and exploratory expenditures in 2012, 
substantially all of which is targeted for E&P operations. 


Consolidated Results of Operations 


The after-tax income (loss) by major operating activity is summarized below for the years ended December 31: 


2011 2010 2009 
(Millions of dollars, 
except per share data) 
Exploration and Production ............. 00.0 cece cece eens $2,675 $2,736 $1,042 
Marketing and Refining ............. 0.0. c cece cee eee (584) (231) 127 
COPPOPALC: ce 34 AEG Lg ecerene dered Relea GR ae eae Det ed oe anaes (154) (159) (205) 
Interest. EXPENSE: os aod sw caked ch eve Mee se inae te ease wees (234) (221) (224) 
Net income attributable to Hess Corporation .................2.0-- $1,703 $2,125 $ 740 
Net income per share — diluted .... 2.0.0.2... eee eee eee $5.01 $647 §$ 2.27 


The following table summarizes, on an after-tax basis, items of income (expense) that are included in net 
income and affect comparability between periods. The items in the table below are explained on pages 27 through 30. 


2011 2010 2009 
(Millions of dollars) 
Exploration:-and. Product 0... :2694.0. ose cee sidlatdwsarateedatae gliidacanauecaegs $ 244 $732 $ 45 
Marketing and Refining ........ 0.0... cece ee tees (525) (289) 12 
COMPOTALSY ssa each dive sects Bee 4G: ROA AG are te Sled ele dyad See Gee a RG Aa abs — (7) (60) 


$(281) $436 $ (3) 


In the following discussion and elsewhere in this report, the financial effects of certain transactions are 
disclosed on an after-tax basis. Management reviews segment earnings on an after-tax basis and uses after-tax 
amounts in its review of variances in segment earnings. Management believes that after-tax amounts are a 
preferable method of explaining variances in earnings, since they show the entire effect of a transaction rather 
than only the pre-tax amount. After-tax amounts are determined by applying the income tax rate in each tax 
jurisdiction to pre-tax amounts. 


23 


Comparison of Results 
Exploration and Production 


Following is a summarized income statement of the Corporation’s E&P operations for the years ended 
December 31: 


2011 2010 2009 
(Millions of dollars) 
Sales and other operating revenues* .......... 0.0.00. 0 0 eee eee $10,047 $8,744 $6,835 
Others Tet 4. 5.< dbo pcg td de ged dng dearseh Da renwded-e bard ee 464 1,233 207 
Total revenues and non operating income ................... 10,511 9,977 7,042 
Costs and expenses 
Production expenses, including related taxes ................. 2,352 1,924 1,805 
Exploration expenses, including dry holes and lease 
IMPAUMEN: v0 ads peee yea eee eee Gee dds 1,195 865 829 
General, administrative and other expenses .................. 313 281 255 
Depreciation, depletion and amortization .................-4. 2,305 Qi 222 2,113 
ASSEt IMpPaITMENLS .s,.5.03sc sessed fhe, fret oop ds Olena ae Mek bea eee 358 532 54 
Total costs and expenses ..... 0.0.0.0 cee eee eee eee 6,523 5,824 5,056 
Results of operations before income taxes ............0000 eee 3,988 4,153 1,986 
Provision for income taxeS ...... 0.0... cece eee ee eee eee e ees 1,313 1,417 944 
Results of operations attributable to Hess Corporation............ $ 2,675 $2,736 $1,042 


* Amounts differ from E&P operating revenues in Note 19, Segment Information in the notes to the Consolidated Financial Statements 
primarily due to the exclusion of sales of hydrocarbons purchased from third parties. 

After considering the E&P items affecting comparability of earnings between periods in the table on 
page 27, the remaining changes in E&P earnings are primarily attributable to changes in selling prices, 
production and sales volumes, operating costs, exploration expenses, income taxes and foreign exchange, as 
discussed below. 


Selling Prices: Higher average selling prices increased E&P revenues by approximately $2,400 million in 
2011 compared with 2010. Higher average selling prices increased E&P revenues by approximately $1,775 
million in 2010 compared with 2009. 


The Corporation’s average selling prices were as follows for the years ended December 31: 


2011 2010 2009 
Crude oil — per barrel (including hedging) 
United States: ..ccduiy ec aediae ba RE Oe eae teeee Rhee te $ 98.56 $75.02 $60.67 
Europe: 24.icickiiebabateititetetie bogies hia 80.18 58.11 47.02 
AUTICA e558 gee Sc eh odlg vet eee sd ak yd ek Rentals. 2 Madan a Alas 88.46 65.02 48.91 
ASIA8 i508 pip OE Eh Gis betes oe TENE S bE eee Hesse eeete & 111.71 79.23 63.01 
WOtld Wide: cs 2.cecsaliers oe nak ole Apes ee andes ee ANeS 89.99 66.20 51.62 
Crude oil — per barrel (excluding hedging) 
Whited States: 4.) cyt snu.es tid dun tax taadt ad wees $ 98.56 $75.02 $60.67 
BULOpe® sce iaetnn dine SOE EGS bh Seas ees SESE Ce 80.18 58.11 47.02 
AMIGA: come ete Senegal ote otha dene aetna dea 110.28 78.31 60.79 
ASIAS. 2 o$60nt-L4 $3 bbb esta tected abd ee eas dee 111.71 79.23 63.01 
Worldwide ...222 ¢scsiwie ovina act Ata Adee pun st ecco te Aled 95.60 71.40 56.74 
Natural gas liquids — per barrel 
Wnited States: ac ad hyp teeons ohne oy ted ata ae eee nalees, sane $ 58.59 $47.92 $36.57 
BUrOpe: Sted tScdii ted teedtebed ase bts bonheohindene ies 75.49 59.23 43.23 
ASIA. Sets tok ee hy tees 3 pA eR Aone Ae ee nee hey 72.29 63.50 46.48 
Worldwide: 4. i200 Seen des eedeieg Seeks wives Leeks ee edes 62.72 50.49 38.47 


2011 2010 2009 


Natural gas — per mcf 


ited States” 2 ise Sree cee eee we ee ei $3.39 $3.70 $3.36 
EULOPS: 2 ptoncg eee obs ape absent Medes Male eee eae eee eee he 8.79 6.23 5.15 
Asia:and other ..¢ i306 33.20 tak ds aelide heels os oS 88 bia 4S be ANA ees 6.02 5.93 5.06 

Wotldwides.¢ ca.2 donne he Guen cou eamee ee ph ee bee eeeme tees 5.96 5.63 4.85 


In October 2008, the Corporation closed Brent crude oil hedges covering 24,000 barrels per day from 2009 
through 2012 by entering into offsetting contracts with the same counterparty. The deferred after-tax losses as of 
the date the hedge positions were closed are recorded in earnings as the contracts mature. Crude oil hedges 
reduced E&P earnings by $327 million ($517 million before income taxes) in 2011, $338 million ($533 million 
before income taxes) in 2010 and $337 million ($533 million before income taxes) in 2009. The remaining 
realized after-tax losses from the closed hedge positions will be approximately $325 million in 2012. The 
Corporation also entered into Brent crude oil hedges using fixed-price swap contracts to hedge 120,000 boepd of 
crude oil sales volumes for the full year of 2012 at an average price of $107.70 per barrel. 


Production and Sales Volumes: The Corporation’s crude oil and natural gas production was 370,000 
boepd in 2011 compared with 418,000 boepd in 2010 and 408,000 boepd in 2009. The principal reasons for the 
reduction are described below. Approximately 72% in 2011, 73% in 2010 and 72% in 2009 of the Corporation’ s 
production was from crude oil and natural gas liquids. The Corporation currently estimates that its 2012 
production will average between 370,000 and 390,000 boepd, excluding the impact of asset sales and any Libyan 
production. 


The Corporation’s net daily worldwide production was as follows for the years ended December 31: 


2011 2010 2009 


(In thousands) 
Crude oil — barrels per day 
United States’ 24.20 k2eeadeesemeunneges ee Reed eee wd 81 75 60 
EULOPe: i¢deeiesaudobuite cit bi dhletioweien adeeb died dad 89 88 83 
AMTICA 3. 4.8.it oe aie seed hea edd oe Nodal Hae p PEG RAR eee ee 66 113 120 
ASIA aces 5oc8 $s Meebo pt edees Sabet ee eo ieee & tum buts Seema 13 13 16 
Total. 2c tisciconiindnischatebeioleaiwd hdecaddonedds edad 249 289 279 
Natural gas liquids — barrels per day 
United States: 2.0.6:0c:.c0.o eee eee eos dees Can eerie mews de 13 14 11 
EUPOpS:. avsods doled tac keeame se devads ei pe veces aA eed ead 3 3 
ASA occ deei techs asenih podiettanoe aot ake bas 1 1 — 
LOtal) 20 ccneeas oe PS eees abe Rete ee Sew ae ak eee aed 17 18 14 
Natural gas — mcf per day 
United States? .4.c0s44-tbsneSiccesewheek to dod dewe eee eae 100 108 93 
FRUPOPO” she isceeeeiig esha s gractige gated di aly ae aaleea ge pha Saga Quasecaedes 2 ui 81 134 151 
AS1a and ONE. ct-cno dee ed osteo satin sad saeae weadinaeey 442 427 446 
HOtal 2 sceieysct ve tdedn aie apenas iog te came a ae oe de aaa Wl teats 623 669 690 
Barrels of oil equivalent — per day* .....................00 20000 370 418 408 


* Reflects natural gas production converted on the basis of relative energy content (six mcf equals one barrel). Barrel of oil equivalence does 
not necessarily result in price equivalence as the equivalent price of natural gas on a barrel of oil equivalent basis has been substantially 
lower than the corresponding price for crude oil over the recent past. See the average selling prices in the table above. 
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United States: Crude oil production in the United States was higher in 2011 compared with 2010, 
primarily due to new wells in the Bakken oil shale play, partly offset by lower production due to a shut-in well at 
the Llano Field. Natural gas production was lower in 2011 compared with 2010, primarily due to this shut-in well 
at the Llano Field. Crude oil and natural gas production was higher in 2010 compared with 2009, primarily due to 
new production from the Shenzi, Llano, Conger and Bakken fields. 


Europe: Crude oil production was comparable in 2011 and 2010, as higher production from Russia was 
largely offset by lower production from the Corporation’s United Kingdom North Sea assets. Crude oil 
production was higher in 2010 compared with 2009, due to higher production in Russia and in Norway following 
the acquisition of additional interests in the Valhall and Hod fields in 2010. Natural gas production was lower in 
2011 compared with 2010, primarily due to the sale in February 2011 of certain natural gas producing assets in 
the United Kingdom North Sea. Natural gas production was lower in 2010 compared with 2009, primarily due to 
downtime at certain United Kingdom gas fields. 


Africa: Crude oil production decreased in 2011 compared with 2010 due to the suspension of production 
in Libya following civil unrest, the exchange in September 2010 of the Corporation’s interests in Gabon for 
increased interests in Norway, lower production entitlement in Equatorial Guinea and Algeria as a result of 
higher selling prices, and natural decline in Equatorial Guinea. Crude oil production decreased in 2010 compared 
with 2009 following the exchange of Gabon for additional interests in the Valhall and Hod fields in Norway and 
lower entitlement to Algerian production. 


Asia and other: Natural gas production in 2011 was higher than 2010, primarily due to higher total 
nominations at the Joint Development Area of Malaysia and Thailand (JDA) and the adjacent Block PM301 in 
Malaysia and first production from the Gajah Baru Complex at the Natuna A Field in Indonesia, which commenced 
production in the fourth quarter of 2011. Natural gas production in 2010 was lower than in 2009, primarily due to 
downtime at the Pangkah Field in Indonesia and a temporary shut-in at the Bumi Field in the JDA. 


Sales Volumes: Lower sales volumes and other operating revenues decreased revenue by approximately 
$1,100 million in 2011 compared with 2010 and higher sales volumes and other operating revenues increased 
revenue by $135 million in 2010 compared with 2009. 


Operating Costs and Depreciation, Depletion and Amortization: Cash operating costs, consisting of 
production expenses and general and administrative expenses, increased by $460 million in 2011 compared with 
2010 and increased by $145 million in 2010 compared with 2009. The increase in 2011 was primarily due to higher 
production taxes as a result of higher selling prices, together with higher operating and maintenance expenses, 
mainly in Norway and in the Bakken oil shale play. The increase in costs in 2010 compared to 2009 was primarily 
due to higher production taxes as a result of higher selling prices. 


Depreciation, depletion and amortization charges increased by $83 million in 2011 and $109 million in 
2010, compared with the corresponding amounts in prior years. The increases in both 2011 and 2010 were 
primarily due to higher per barrel costs, reflecting higher finding and development costs. In addition, the higher 
total per barrel costs in 2011 resulted from a greater proportion of production volumes from the Bakken. 


Excluding items affecting comparability between periods, cash operating costs per barrel of oil equivalent 
were $19.71 in 2011, $14.45 in 2010 and $13.70 in 2009. Depreciation, depletion and amortization costs per 
barrel of oil equivalent were $17.06 in 2011, $14.56 in 2010 and $14.19 in 2009. For 2012, cash operating costs 
are estimated to be in the range of $20.00 to $21.00 per barrel and depreciation, depletion and amortization costs 
are estimated to be in the range of $20.50 to $21.50 per barrel, resulting in total unit costs in the range of $40.50 
to $42.50 per barrel of oil equivalent, excluding Libyan operations. 


Exploration Expenses: Exploration expenses increased in 2011 compared to 2010, mainly due to higher 
dry hole expenses. Dry hole expenses included amounts relating to two exploration wells on the Semai V Block, 
offshore Indonesia and a well in the North Red Sea Block 1, offshore Egypt. Exploration expenses also increased 
in 2010 from 2009, primarily due to higher lease amortization. 


Income Taxes: Excluding the impact of items affecting comparability, the effective income tax rates for 
E&P operations were 38% in 2011, 44% in 2010 and 48% in 2009. The decrease in the effective income tax rate in 
2011 compared with 2010 was predominantly due to the suspension of Libyan operations. The effective income tax 
rate for E&P operations in 2012 is estimated to be in the range of 36% to 40%, excluding Libyan operations. 
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Foreign Exchange: The after-tax foreign currency losses were $16 million in 2011, $9 million in 2010 
and $10 million in 2009. 


Items Affecting Comparability of Earnings: Reported E&P earnings include the following items affecting 
comparability of income (expense) before and after income taxes for the years ended December 31: 


Before Income Taxes After Income Taxes 
2011 2010 2009 2011 2010 2009 
(Millions of dollars) 
Gains on asset sales ..............-. $446 = $1,208 $ — $413 = $1,130 $— 
Royalty dispute resolution ........... —_ —_ 143 — —_ 89 
Asset impairments ................. (358) (532) (54) (140) (334) (26) 
Dry hole expense .................. — (101) — — (64) — 
Reductions in carrying values of 
ASSELS: i) < aceite dpa e chad eand Adet ak —_ — (23) — — (18) 
Income tax adjustment ............. —_— — — (29) — 
88 $ 575 66 $ 244 $ 732 $ 45 


2011: In February 2011, the Corporation completed the sale of its interests in the Easington Catchment 
Area (Hess 30%), the Bacton Area (Hess 23%), the Everest Field (Hess 19%) and the Lomond Field (Hess 17%) 
in the United Kingdom North Sea for cash proceeds of $359 million, after post-closing adjustments. These 
disposals resulted in pre-tax gains totaling $343 million ($310 million after income taxes). These assets had a 
productive capacity of approximately 15,000 boepd. The total combined net book value of the disposed assets 
prior to the sale was $16 million, including allocated goodwill of $14 million. In August 2011, the Corporation 
completed the sale of its interests in the Snorre Field (Hess 1%), offshore Norway and the Cook Field (Hess 
28%) in the United Kingdom North Sea for cash proceeds of $131 million, after post-closing adjustments. These 
disposals resulted in non-taxable gains totaling $103 million. The total combined net book value of the disposed 
assets prior to the sale was $28 million, including allocated goodwill of $11 million. 


In the third quarter of 2011, the Corporation recorded impairment charges of $358 million ($140 million after 
income taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily for 
non-producing properties which resulted in the book value of the properties exceeding their fair value. See Note 9, 
Asset Retirement Obligations in the notes to the Consolidated Financial Statements. 


In July 2011, the United Kingdom increased the supplementary tax rate on petroleum operations to 32% 
from 20% with an effective date of March 24, 2011. As a result, the Corporation recorded a charge of $29 million 
to increase the deferred tax liability in the United Kingdom. 


2010: The Corporation completed the exchange of its interests in Gabon and the Clair Field in the United 
Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Hod fields in Norway. This 
non-monetary transaction, which was recorded at fair value, resulted in a pre-tax gain of $1,150 million ($1,072 
million after income taxes). The Corporation also completed the sale of its interest in the Jambi Merang natural 
gas development project in Indonesia for a gain of $58 million. 


The Corporation recorded a charge of $532 million ($334 million after income taxes) to fully impair the 
carrying value of its 55% interest in the West Mediterranean Block 1 concession (West Med Block), located 
offshore Egypt. This interest was acquired in 2006 and included four natural gas discoveries and additional 
exploration prospects. The Corporation and its partners subsequently explored and further evaluated the area, made 
a fifth discovery, conducted development planning, and held negotiations with the Egyptian authorities to amend the 
existing gas sales agreement. In September 2010, the Corporation and its partners notified the Egyptian authorities 
of their decision to cease exploration activities and to relinquish a significant portion of the block. As a result, the 
Corporation fully impaired the carrying value of its interest in the West Med Block. The West Med Block was 
relinquished in 2011. The Corporation also recorded $101 million ($64 million after income taxes) of dry hole 
expenses related to previously suspended well costs on the West Med Block offshore Egypt and Block BM-S-22 
offshore Brazil, both of which were drilled prior to 2010. 
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2009: The U.S. Supreme Court decided it would not review the decision of the Sth Circuit Court of 
Appeals against the U.S. Minerals Management Service (predecessor to the Bureau of Ocean Energy 
Management, Regulation and Enforcement) relating to royalty relief under the Deep Water Royalty Relief Act of 
1995. As a result, the Corporation recognized after-tax income of $89 million to reverse all previously recorded 
royalties covering the periods from 2003 to 2009. The pre-tax amount of $143 million was reported in Other, net 
in the Statement of Consolidated Income. 


The Corporation recorded total asset impairment charges of $54 million ($26 million after income taxes) to 
reduce the carrying value of two-short lived fields in the United Kingdom North Sea. Pre-tax charges of 
approximately $23 million ($18 million after income taxes) were recorded to impair the carrying values of 
production equipment and to write down materials inventories in Equatorial Guinea and the United States. The 
pre-tax amount of most of the inventory write downs was reported in Production expenses in the Statement of 
Consolidated Income. 


The Corporation’s future E&P earnings may be impacted by external factors, such as volatility in the selling 
prices of crude oil and natural gas, reserve and production changes, exploration expenses, industry cost inflation, 
changes in foreign exchange rates and income tax rates, the effects of weather, political risk, environmental risk 
and catastrophic risk. In addition, as a result of the oil spill in 2010 at the BP p.l.c. operated Macondo prospect in 
the Gulf of Mexico, there have been and there may be further changes in laws and regulations that could impact 
the Corporation’s future drilling operations and increase its potential liability in the event of an oil spill. For a 
more comprehensive description of the risks that may affect the Corporation’s E&P business, see Item 1A. Risk 
Factors Related to Our Business and Operations. 


Marketing and Refining 


Results from M&R activities were losses of $584 million in 2011, losses of $231 million in 2010 and 
earnings of $127 million in 2009. Excluding the items affecting comparability reflected in the table on page 23 
and discussed below, results were losses of $59 million in 2011 and earnings of $58 million in 2010 and $115 
million in 2009. 


Refining: Refining results consist of the Corporation’s share of HOVENSA’s losses, together with the 
results of Port Reading and other miscellaneous operating activities. Refining losses were $728 million in 2011 
(including $525 million of after-tax losses related to the impairment recorded by HOVENSA and other charges 
due to the decision to shut down the refinery in St. Croix), $445 million in 2010 (including a $289 million 
after-tax charge to reduce the carrying value of the Corporation’s equity investment in HOVENSA) and 
$87 million in 2009 (including a benefit of $12 million due to an income tax adjustment). 


In 2011, HOVENSA experienced continued substantial operating losses due to global economic conditions 
and competitive disadvantages versus other refiners, despite efforts to improve operating performance by 
reducing refining capacity to 350,000 from 500,000 barrels per day in the first half of the year. Operating losses 
were also projected to continue. In January 2012, HOVENSA announced a decision to shut down its refinery and 
operate the complex as an oil storage terminal. As a result of these developments, HOVENSA prepared an 
impairment analysis as of December 31, 2011, which concluded that undiscounted future cash flows would not 
recover the carrying value of its long-lived assets, and recorded an impairment charge and other charges related 
to the decision to shut down the refinery. For 2011, the Corporation recorded a total of $1,073 million of losses 
from its equity investment in HOVENSA. These pre-tax losses included $875 million ($525 million after income 
taxes) due to the impairment recorded by HOVENSA and other charges associated with its decision to shut down 
the refinery. The Corporation’s share of the impairment related losses recorded by HOVENSA represents an 
amount equivalent to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future 
funding commitments for costs related to the refinery shutdown, and a charge of $135 million for the write-off of 
related assets held by the subsidiary which owns the Corporation’s investment in HOVENSA. At December 31, 
2011, the Corporation has a liability of $487 million for its planned funding commitments, which is expected to 
be incurred in 2012. A deferred income tax benefit of $350 million, consisting primarily of U.S. income taxes, 
has been recorded on the Corporation’s share of HOVENSA’s impairment and refinery shutdown related 
charges. 


28 


In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes 
($289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA, which was 
recorded in Income (loss) from equity investment in HOVENSA L.L.C., on the Statement of Consolidated 
Income. The investment had been adversely affected by consecutive annual operating losses resulting from 
continued weak refining margins and refinery utilization, and a fourth quarter 2010 debt rating downgrade. As a 
result of a strategic assessment in 2010, HOVENSA decided to lower its crude oil refining capacity to 350,000 
from 500,000 barrels per day in 2011. The Corporation performed an impairment analysis and concluded that its 
investment had experienced an other than temporary decline in value. For discussion of the impairment charge, 
see Note 5, HOVENSA L.L.C. Joint Venture in the notes to the Consolidated Financial Statements. 


Excluding items affecting comparability discussed above, the Corporation’s share of HOVENSA’s results 
was a loss of $198 million in 2011, $137 million in 2010 ($222 million before income taxes) and $141 million 
($230 million before income taxes) in 2009. U.S. Virgin Island income taxes have not been recorded on the 
Corporation’s share of HOVENSA’s 2011 results due to cumulative operating losses. These results reflect lower 
refining margins, higher fuel costs and lower sales volumes. During 2010, the fluid catalytic cracking unit at 
HOVENSA was shut down for a scheduled turnaround. The Corporation’s share of HOVENSA’s turnaround 
expenses was approximately $20 million after income taxes. 


Other after-tax refining results, principally from Port Reading operations, were a loss of $5 million in 2011, 
a loss of $19 million in 2010 and income of $42 million in 2009. During 2010, the Port Reading refining facility 
was shut down for 41 days for a scheduled turnaround. The after-tax expenses for the Port Reading turnaround 
were approximately $30 million. The turnaround expenses are included in Other operating expenses in the 
Statement of Consolidated Income. 


The following table summarizes refinery utilization rates for the years ended December 31: 
Refinery Utilization 


Refinery 
Capacity 2011 2010 2009 
(Thousands of ~~ ~~ ~~ 
barrels per day) 
HOVENSA 
Cie: «ois ood oh bedde ae Ghats ea deset esd fad 350* 81.1% 78.0% 80.3% 
Fluid catalytic cracker sacs cisic sn clee ie eae eile as 150 71.7% 66.5% 70.2% 
COKE 2 hehe eee ban bee vee hm oae dee ed eee ewes ae 58 774% 78.3% 81.6% 
Port Reading: .3:556.006.0.5.4 alae t.wiired dine, ge lnGuae te bea ae is 70 90.0% 78.1% 90.2% 


* HOVENSA’s crude oil refining capacity was reduced to 350,000 from 500,000 barrels per day in the first half of 2011. 


Marketing: Marketing operations, which consist principally of retail gasoline and energy marketing 
activities, generated income of $185 million in 2011, $215 million in 2010 and $168 million in 2009. The 
decrease in earnings in 2011 compared with 2010 was due to lower sales volumes and lower margins. The 
increase in earnings in 2010 compared with 2009 reflected improved margins from the weak economic 
environment in 2009. 


The table below summarizes marketing sales volumes for the years ended December 31: 


2011 2010 2009 
Refined petroleum product sales (thousands of barrels per day) ........ 430 471 473 
Natural gas (thousands of mcf per day) ........... 0.0... eee eee ee 2,167 2,016 2,010 
Electricity (megawatts round the clock) ....... 0... 0.0.0 eee eee ee eee 4,374 4,140 4,306 


The Corporation has a 50% voting interest in a consolidated partnership that trades energy commodities and 
energy derivatives. The Corporation also takes trading positions for its own account. The Corporation’s after-tax 
results from trading activities, including its share of the results of the trading partnership, amounted to a loss of 
$41 million in 2011, a loss of $1 million in 2010 and earnings of $46 million in 2009. 


Marketing expenses increased in 2011 compared with 2010 reflecting higher retail credit card fees, 
maintenance, environmental and employee related expenses. Marketing expenses increased in 2010 compared 
with 2009, principally reflecting changes in retail credit card fees. 
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The Corporation’s future M&R earnings may be impacted by supply and demand factors, volatility in 
margins, credit risks, the effects of weather, competitive industry conditions, political risk, environmental risk 
and catastrophic risk. For a more comprehensive description of the risks that may affect the Corporation’s M&R 
business, see Item 1A. Risk Factors Related to Our Business and Operations. 


Corporate 


The following table summarizes corporate expenses for the years ended December 31: 


2011 2010 2009 
(Millions of dollars) 
Corporate expenses (excluding items affecting comparability) ......... $260 $256 $227 
Income'taxés: (benefits) 2.5 3..40c nian eee eid awe deed eads & (106) (104) (82) 
Net corporate expenses: scsi s.cck esac edad sud ebeea re aewes Aue a 154 152 145 
Items affecting comparability between periods, after-tax ............. — 7 60 
Total corporate expenses, after-tax 0.0.0... cee eee $154 $159 $205 


Excluding items affecting comparability between periods, net corporate expenses were comparable in 2011 
and 2010. The increase in net corporate expenses in 2010 compared with 2009 primarily reflects higher employee 
and insurance costs and bank facility fees. After-tax corporate expenses in 2012 are estimated to be in the range 
of $160 million to $170 million. 


In 2010, the Corporation recorded a pre-tax charge of $11 million ($7 million after income taxes) related to 
the repurchase of the remaining $116 million of fixed-rate public notes that were scheduled to mature in 2011. In 
2009, the Corporation recorded pre-tax charges of $54 million ($34 million after income taxes) related to the 
repurchase of $546 million in fixed-rate public notes that were scheduled to mature in 2011 and $42 million ($26 
million after income taxes) relating to retirement benefits and employee severance costs. The pre-tax charges in 
connection with the debt repurchases were recorded in Other, net, and the pre-tax amounts of the retirement 
benefits and severance costs were recorded in General and administrative expenses in the Statement of 
Consolidated Income. 


Interest 


Interest expense was as follows for the years ended December 31: 


2011 2010 2009 
(Millions of dollars) 
Total interest incurred ...... 0... cece ene eens $ 396 $ 366 $ 366 
Capitalized Interest sic. eee sa oat ew oe eee ee aes (13) (5) (6) 
Interest expense before income taxes ..................000.0. 383 361 360 
Income taxes (benefits) 2.0.0.0... 0... cc eens (149) (140) (136) 
After-tax mteresthExpense cv. se scenes. eehGregearieanieaes $ 234 $ 221 $ 224 


The increase in interest expense in 2011 compared to 2010 primarily reflects higher average borrowings 
following the issuance of $1.25 billion of 30-year fixed-rate public notes in August 2010. Capitalized interest 
increased in 2011 due to the sanctioning of the Tubular Bells project. Interest expense was comparable in 2010 
and 2009. After-tax interest expense in 2012 is expected to be in the range of $245 million to $255 million. 


Consolidated Sales and Cost of Products Sold 


Sales and other operating revenues totaled $38,466 million in 2011, $33,862 million in 2010 and 
$29,614 million in 2009. The increase in Sales and other operating revenues of 14% year-on-year from 2009 to 
2011 is primarily due to higher crude oil and refined petroleum product selling prices, partially offset by lower 
crude oil and refined petroleum product sales volumes. 


30 


The increase in Cost of products sold each year principally reflects higher prices for purchased refined 
petroleum products. 
Liquidity and Capital Resources 


The following table sets forth certain relevant measures of the Corporation’s liquidity and capital resources 
at December 31: 


2011 2010 

(Millions of dollars) 
Cash:and'cash equivalents: sccicecuceddcanedeeaaie see ehe teed ieee eave $ 351 $ 1,608 
Short-term debt and current maturities of long-term debt ................. $ 52. $ 46 
Total debts, .20 50:2 2b pad os pout b eee Oedane sek beens tee aie aa $ 6,057 $ 5,583 
Totaliequity so si.i 64 dhatancitecciaesia penta Gegeseeds beeads bandas $18,592  $ 16,809 
Debt to capitalization ratio*® 2.2... eee eee 24.6% 24.9% 


* Total debt as a percentage of the sum of total debt plus equity. 


Cash Flows 


The following table sets forth a summary of the Corporation’s cash flows for the years ended December 31: 


2011 2010 2009 
(Millions of dollars) 
Net cash provided by (used in): 
Operating activities 2 24:0 cca eeee edie eee ned wee tans $ 4,984 $4530 $ 3,046 
INVESTING -ACUVALIES - secu 5 2. 4eis ane Qccsanaviecae ds dee dey AAG Geel genes (6,566) (5,259) (2,924) 
Financing activities. .....00c0sade a beds eee eee thee eet 325 975 332 
Net increase (decrease) in cash and cash equivalents ............ $(1,257) $ 246 $ 454 


Operating Activities: Net cash provided by operating activities amounted to $4,984 million in 2011 
compared with $4,530 million in 2010, reflecting higher operating earnings partially offset by a period over 
period increase in the use of cash from changes in operating assets and liabilities of $412 million. Operating cash 
flow increased to $4,530 million in 2010 from $3,046 million in 2009 principally reflecting higher earnings. 


Investing Activities: The following table summarizes the Corporation’s capital expenditures for the years 
ended December 31: 


2011 2010 2009 
(Millions of dollars) 
Exploration and Production 

ExploratiOn..:.ciacichecieebviewiesd doregoened Gone earn $ 869 $ 552 $ 611 
Production and development ........... 0.0.0 cece eee eee eee 4,673 2,592 1,927 
Acquisitions (including leaseholds) ............... 00000 eue 1,346 2,250 262 
6,888 5,394 2,800 
Marketing, Refining and Corporate ............. 0.00.0 e ee eee 118 98 118 
PO baL sate. ace anaes eae ech Sua e RR ES ACG Eien a IS Bates $7,006 $5,492 $2,918 


Capital expenditures in 2011 included acquisitions of approximately $800 million for 185,000 net acres in 
the Utica Shale play in eastern Ohio, $214 million for interests in two blocks in the Kurdistan Region of Iraq and 
$116 million for an additional 4% interest in the South Arne Field in Denmark. Capital expenditures in 2010 
included acquisitions of 167,000 net acres in the Bakken oil shale play in North Dakota from TRZ Energy, LLC 
for $1,075 million in cash and additional interests of 8% and 13% in the Valhall and Hod fields, respectively, for 
$507 million in cash. Capital expenditures in 2009 included acquisitions of $188 million for unproved leaseholds 
and $74 million for a 50% interest in blocks PM301 and PM302 in Malaysia, which are adjacent to Block A-18 
of the JDA. In addition, proceeds from asset sales were $490 million in 2011 and $183 million in 2010. 
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Financing Activities: During 2011, net proceeds from borrowings on available credit facilities were $422 
million. During 2010, net proceeds from borrowings were $1,098 million, including the August 2010 issuance of 
$1,250 million of 30-year fixed-rate public notes with a coupon of 5.6% scheduled to mature in 2041. The 
proceeds were used to purchase additional acreage in the Bakken and additional interests in the Valhall and Hod 
fields. In January 2010, the Corporation completed the repurchase of the remaining $116 million of fixed-rate 
public notes that were scheduled to mature in 2011. 


Total common stock dividends paid were $136 million in 2011 and $131 million in 2010 and 2009. The 
Corporation received net proceeds from the exercise of stock options, including related income tax benefits of 
$88 million, $54 million and $18 million in 2011, 2010 and 2009, respectively. 


Future Capital Requirements and Resources 


The Corporation anticipates investing a total of approximately $6.8 billion in capital and exploratory 
expenditures during 2012, substantially all of which is targeted for E&P operations. The Corporation expects to 
fund its 2012 operations, including capital expenditures, its share of HOVENSA financial support totaling 
$487 million, dividends, pension contributions and required debt repayments, with existing cash on-hand, cash 
flows from operations including the effect of hedging, proceeds from asset sales and its available credit facilities. 
Crude oil and natural gas prices are volatile and difficult to predict. In addition, unplanned increases in the 
Corporation’s capital expenditure program could occur. If conditions were to change, such as a significant decrease 
in commodity prices or an unexpected increase in capital expenditures, the Corporation would take steps to protect 
its financial flexibility and may pursue other sources of liquidity, including the issuance of debt securities, the 
issuance of equity securities, and/or asset sales. 


The table below summarizes the capacity, usage, and available capacity of the Corporation’s borrowing and 
letter of credit facilities at December 31, 2011: 


Expiration Letters of Available 
Date Capacity Borrowings CreditIssued Total Used Capacity 
(Millions of dollars) 

Revolving credit facility ............. April 2016 $4,000 $ — $ 173 $ 173 $3,827 
Asset-backed credit facility ........... July 2012 (a) = 525 350 — 350 175 
Committed lines ................00. Various (b) 2,675 — 1,063 1,063 1,612 
Uncommitted lines ................. Various (b) 562 100 462 562 — 
Totals. 6:0, Pet.aoe ached etna $ 7,762 $450 $1,698 $2,148 $5,614 


(a) Total capacity of $1 billion subject to the amount of eligible receivables posted as collateral. 


(b) Committed and uncommitted lines have expiration dates through 2014. 


In April 2011, the Corporation entered into a new $4 billion syndicated revolving credit facility that matures in 
April 2016. This facility, which replaced a $3 billion facility that was scheduled to mature in May 2012, can be used 
for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the London Interbank 
Offered Rate. A facility fee of 0.25% per annum is also payable on the amount of the facility. The interest rate and 
facility fee are subject to adjustment if the Corporation’s credit rating changes. The covenants that establish 
restrictions on the amount of total borrowings and secured debt are consistent with the previous facility. 


The Corporation has a 364-day asset-backed credit facility securitized by certain accounts receivable from its 
Marketing and Refining operations. Under the terms of this financing arrangement, the Corporation has the ability 
to borrow or issue letters of credit of up to $1 billion subject to the availability of sufficient levels of eligible 
receivables. At December 31, 2011, outstanding borrowings under this facility of $350 million were collateralized 
by a total of $947 million of accounts receivable, which are held by a wholly-owned subsidiary. These receivables 
are only available to pay the general obligations of the Corporation after satisfaction of the outstanding obligations 
under the asset-backed facility. 


The Corporation also has a shelf registration statement filed with the SEC under which it may issue 
additional debt securities, warrants, common stock or preferred stock. Promptly after filing this report, as a result 
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of the Corporation’s existing shelf registration expiring on February 26, 2012, the Corporation anticipates filing a 
new shelf registration statement under the Securities Act of 1933, as amended, under which it may issue, among 
other things, additional debt securities, warrants, common stock or preferred stock. 


The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total 
borrowings and secured debt. At December 31, 2011, the Corporation is permitted to borrow up to an additional 
$24.9 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an 
additional $4.5 billion of secured debt at December 31, 2011. 


The Corporation’s $1.7 billion in letters of credit outstanding at December 31, 2011 were primarily issued to 
satisfy margin requirements. See also Note 17, Risk Management and Trading Activities in the notes to the 
Consolidated Financial Statements. 


Credit Ratings 


There are three major credit rating agencies that rate the Corporation’s debt. All three agencies have 
currently assigned an investment grade rating with a stable outlook to the Corporation’s debt. The interest rates 
and facility fees charged on some of the Corporation’s credit facilities, as well as margin requirements from risk 
management and trading counterparties, are subject to adjustment if the Corporation’s credit rating changes. 


Contractual Obligations and Contingencies 


Following is a table showing aggregated information about certain contractual obligations at December 31, 
2011: 


Payments Due by Period 
2013 and 2015 and 
Total 2012 2014 2016 Thereafter 
(Millions of dollars) 
Totalidebt® s.2s02csaecatde siete es ens $6,057 $ 52 $ 386 $ 459 $ 5,160 
Operating leases: sii. sce shes acsceleetisnaea dda’ 3,210 531 1,195 320 1,164 
Purchase obligations 
Supply commitments ................. 8,131 7,187 782 149 13 
Capital expenditures and other 
investments ......... 0.0.00 e ee eee 3,045 1,640 873 257 275 
Operating expenses ................... 3,039 1,637 829 204 369 
Other long-term liabilities .............. 3,327 290 556 463 2,018 


* At December 31, 2011, the Corporation’s debt bears interest at a weighted average rate of 6.8%. 


Supply commitments include term purchase agreements at market prices for a portion of the gasoline 
necessary to supply the Corporation’s retail marketing system and feedstocks for the Port Reading refining 
facility. In addition, the Corporation has commitments to purchase refined petroleum products, natural gas and 
electricity to supply contracted customers in its energy marketing business. These commitments were computed 
based predominately on year-end market prices. 


The table also reflects future capital expenditures, including the portion of the Corporation’s planned 
$6.8 billion capital investment program for 2012 that was contractually committed at December 31, 2011. 
Obligations for operating expenses include commitments for transportation, seismic purchases, oil and gas 
production expenses and other normal business expenses. Other long-term liabilities reflect contractually 
committed obligations in the Consolidated Balance Sheet at December 31, 2011, including asset retirement 
obligations, pension plan liabilities and estimates for uncertain income tax positions. 


During 2011, the Corporation entered into a lease agreement for a floating production system and related 
support activities for the Tubular Bells Field. Payments under this five year contract, which total approximately 
$420 million and are expected to commence by mid-2014, are included in Capital expenditures and other 
investments in the contractual obligations table above. The Corporation also has a tolling agreement with 
Bayonne Energy Center, LLC (BEC) (Hess 50%), a joint venture formed to generate electricity for sale into the 
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New York City market. Under the tolling arrangement, the Corporation will pay its share of a predetermined 
monthly amount to BEC following the start up of plant operations, which is expected in mid-2012. Estimated 
payments through 2027, which total approximately $415 million, are included in Operating expenses in the 
contractual obligations table. 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under leases accounted for as operating leases. 


The Corporation has a contingent purchase obligation to acquire the remaining interest in WilcoHess, a 
retail gasoline station joint venture. This contingent obligation, which expires in April 2014, was approximately 
$205 million at December 31, 2011. 


The Corporation is contingently liable under letters of credit and under guarantees of the debt of other 
entities directly related to its business at December 31, 2011 as shown below (in millions of dollars): 


| Bet 25 uO) Be C116 1 gree mt Pv OY en $ 67 
GUlaTANle’S! sd Ses b sekele Se eo aR Soe RAS oe eee BRS SESS oda ee Che Sew oe pee eee % 15 
$ 82 


Off-balance Sheet Arrangements 


The Corporation has leveraged leases not included in its Consolidated Balance Sheet, primarily related to 
retail gasoline stations that the Corporation operates. The net present value of these leases is $388 million at 
December 31, 2011 compared with $394 million at December 31, 2010. If these leases were included as debt, the 
Corporation’s December 31, 2011 debt to capitalization ratio would increase to 25.7% from 24.6%. 


See also Note 18, Guarantees and Contingencies in the notes to the Consolidated Financial Statements. 


Foreign Operations 


The Corporation conducts exploration and production activities outside the United States, principally in 
Algeria, Australia, Azerbaijan, Brazil, Brunei, China, Denmark, Egypt, Equatorial Guinea, France, Ghana, 
Indonesia, the Kurdistan region of Iraq, Libya, Malaysia, Norway, Peru, Russia, Thailand and the United 
Kingdom. Therefore, the Corporation is subject to the risks associated with foreign operations, including political 
risk, tax law changes and currency risk. 


See also Item 1A. Risk Factors Related to Our Business and Operations. 


Accounting Policies 
Critical Accounting Policies and Estimates 


Accounting policies and estimates affect the recognition of assets and liabilities in the Corporation’s 
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. The 
accounting methods used can affect net income, equity and various financial statement ratios. However, the 
Corporation’s accounting policies generally do not change cash flows or liquidity. 


Accounting for Exploration and Development Costs: Exploration and production activities are accounted 
for using the successful efforts method. Costs of acquiring unproved and proved oil and gas leasehold acreage, 
including lease bonuses, brokers’ fees and other related costs, are capitalized. Annual lease rentals, exploration 
expenses and exploratory dry hole costs are expensed as incurred. Costs of drilling and equipping productive 
wells, including development dry holes, and related production facilities are capitalized. In production 
operations, costs of injected CO, for tertiary recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of 
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is 
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and 
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(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the 
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational 
viability of the project, the capitalized well costs are charged to expense. Indicators of sufficient progress in 
assessing reserves and the economic and operating viability of a project include: commitment of project 
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and 
contractors and firm plans for additional drilling and other factors. 


Crude Oil and Natural Gas Reserves: The SEC revised its oil and gas reserve estimation and disclosure 
requirements effective for year-end 2009 reporting. In addition, the Financial Accounting Standards Board 
(FASB) revised its accounting standard on oil and gas reserve estimation and disclosures. The determination of 
estimated proved reserves is a significant element in arriving at the results of operations of exploration and 
production activities. The estimates of proved reserves affect well capitalizations, the unit of production 
depreciation rates of proved properties and wells and equipment, as well as impairment testing of oil and gas 
assets and goodwill. 


For reserves to be booked as proved they must be determined with reasonable certainty to be economically 
producible from known reservoirs under existing economic conditions, operating methods and government 
regulations. In addition, government and project operator approvals must be obtained and, depending on the 
amount of the project cost, senior management or the board of directors must commit to fund the project. The 
Corporation maintains its own internal reserve estimates that are calculated by technical staff that work directly 
with the oil and gas properties. The Corporation’s technical staff updates reserve estimates throughout the year 
based on evaluations of new wells, performance reviews, new technical data and other studies. To provide 
consistency throughout the Corporation, standard reserve estimation guidelines, definitions, reporting reviews 
and approval practices are used. The internal reserve estimates are subject to internal technical audits and senior 
management review. The Corporation also engages an independent third party consulting firm to audit 
approximately 80% of the Corporation’s total proved reserves. 


Impairment of Long-lived Assets and Goodwill: As explained below, there are significant differences in 
the way long-lived assets and goodwill are evaluated and measured for impairment testing. The Corporation 
reviews long-lived assets, including oil and gas fields, for impairment whenever events or changes in 
circumstances indicate that the carrying amounts may not be recovered. Long-lived assets are tested based on 
identifiable cash flows that are largely independent of the cash flows of other assets and liabilities. If the carrying 
amounts of the long-lived assets are not expected to be recovered by undiscounted future net cash flow estimates, 
the assets are impaired and an impairment loss is recorded. The amount of impairment is based on the estimated 
fair value of the assets generally determined by discounting anticipated future net cash flows. 


In the case of oil and gas fields, the present value of future net cash flows is based on management’s best 
estimate of future prices, which is determined with reference to recent historical prices and published forward 
prices, applied to projected production volumes and discounted at a risk-adjusted rate. The projected production 
volumes represent reserves, including probable reserves, expected to be produced based on a stipulated amount 
of capital expenditures. 


The production volumes, prices and timing of production are consistent with internal projections and other 
externally reported information. Oil and gas prices used for determining asset impairments will generally differ 
from those used in the standardized measure of discounted future net cash flows, since the standardized measure 
requires the use of historical twelve month average prices. 


The Corporation’s impairment tests of long-lived E&P producing assets are based on its best estimates of 
future production volumes (including recovery factors), selling prices, operating and capital costs, the timing of 
future production and other factors, which are updated each time an impairment test is performed. The 
Corporation could have impairments if the projected production volumes from oil and gas fields decrease, crude 
oil and natural gas selling prices decline significantly for an extended period or future estimated capital and 
operating costs increase significantly. 


The Corporation’s goodwill is tested for impairment annually in the fourth quarter or when events or 
circumstances indicate that the carrying amount of the goodwill may not be recoverable. The goodwill test is 
conducted at a reporting unit level, which is defined in accounting standards as an operating segment or one level 
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below an operating segment. The reporting unit or units to be used in an evaluation and measurement of goodwill 
for impairment testing are determined from a number of factors, including the manner in which the business is 
managed. The Corporation has concluded that the E&P segment is the reporting unit for the purposes of testing 
goodwill for impairment, since the E&P segment is managed globally by one segment manager who allocates 
financial and technical resources globally and reviews operating results at the segment level. Accordingly, the 
Corporation expects that the benefits of goodwill will be recovered through the operations of that segment. 


If any of the E&P segment components, such as our financial reporting regions (United States, Europe, 
Africa and Asia) were considered to be reporting units, an analysis would be performed to determine if these 
components were economically similar as defined in the accounting standard for goodwill (ASC 350-20-35). If 
components are economically similar, that guidance requires that those components be aggregated and deemed a 
single reporting unit. 


While the Corporation believes that the E&P segment is the reporting unit because of the manner in which 
the business is managed, it also evaluated the required aggregation criteria specified in the accounting standard 
for segment reporting (ASC 280-10-50-11) and determined that its components are economically similar for the 
following reasons: 


e The Corporation operates its exploration and production segment as a single, global business. 
e Each component produces oil and gas. 

¢ The exploration and production processes are similar in each component. 

e The methods used by each component to market and distribute oil and gas are similar. 

¢ Customers of each component are similar. 

e The components share technical resources and support services. 


If the Corporation reorganized its exploration and production business such that there was more than one 
reporting unit, goodwill may be assigned to two or more reporting units. 


The Corporation’s fair value estimate of the E&P segment is the sum of: (1) the discounted anticipated cash 
flows of producing assets and known developments, (2) the estimated risk adjusted present value of exploration 
assets, and (3) an estimated market premium to reflect the market price an acquirer would pay for potential 
synergies including cost savings, access to new business opportunities, enterprise control, improved processes and 
increased market share. The Corporation also considers the relative market valuation of similar E&P companies. 


The determination of the fair value of the E&P segment depends on estimates about oil and gas reserves, 
future prices, timing of future net cash flows and market premiums. Significant extended declines in crude oil 
and natural gas prices or reduced reserve estimates could lead to a decrease in the fair value of the E&P segment 
that could result in an impairment of goodwill. 


As there are significant differences in the way long-lived assets and goodwill are evaluated and measured 
for impairment testing, there may be impairments of individual assets that would not cause an impairment of the 
goodwill assigned to the E&P segment. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, 
where available, or other valuation techniques, including discounted cash flows. Differences between the 
carrying value of the Corporation’s equity investments and its equity in the net assets of the affiliate that result 
from impairment charges are amortized over the remaining useful life of the affiliate’s fixed assets. 


Income Taxes: Judgments are required in the determination and recognition of income tax assets and 
liabilities in the financial statements. These judgments include the requirement to only recognize the financial 
statement effect of a tax position when management believes that it is more likely than not, that based on the 
technical merits, the position will be sustained upon examination. 


The Corporation has net operating loss carryforwards or credit carryforwards in several jurisdictions, 
including the United States, and has recorded deferred tax assets for those losses and credits. Additionally, the 
Corporation has deferred tax assets due to temporary differences between the book basis and tax basis of certain 
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assets and liabilities. Regular assessments are made as to the likelihood of those deferred tax assets being 
realized. If it is more likely than not that some or all of the deferred tax assets will not be realized, a valuation 
allowance is recorded to reduce the deferred tax assets to the amount that is expected to be realized. In evaluating 
realizability of deferred tax assets, the Corporation refers to the reversal periods for available carryforward 
periods for net operating losses and credit carryforwards, temporary differences, the availability of tax planning 
strategies, the existence of appreciated assets and estimates of future taxable income and other factors. Estimates 
of future taxable income are based on assumptions of oil and gas reserves and selling prices that are consistent 
with the Corporation’s internal business forecasts. Additionally, the Corporation has income taxes which have 
been deferred on intercompany transactions eliminated in consolidation related to transfers of property, plant and 
equipment remaining within the consolidated group. The amortization of these income taxes deferred on 
intercompany transactions will occur ratably with the recovery through depletion and depreciation of the carrying 
value of these assets. The Corporation does not provide for deferred U.S. income taxes for that portion of 
undistributed earnings of foreign subsidiaries that are indefinitely reinvested in foreign operations. 


Fair Value Measurements: The Corporation’s derivative instruments and supplemental pension plan 
investments are recorded at fair value, with changes in fair value recognized in earnings or other comprehensive 
income each period as appropriate. The Corporation uses various valuation approaches in determining fair value, 
including the market and income approaches. The Corporation’s fair value measurements also include 
non-performance risk and time value of money considerations. Counterparty credit is considered for receivable 
balances, and the Corporation’s credit is considered for accrued liabilities. 


The Corporation also records certain nonfinancial assets and liabilities at fair value when required by 
generally accepted accounting principles. These fair value measurements are recorded in connection with 
business combinations, the initial recognition of asset retirement obligations and any impairment of long-lived 
assets, equity method investments or goodwill. 


The Corporation determines fair value in accordance with the FASB fair value measurements accounting 
standard which established a hierarchy for the inputs used to measure fair value based on the source of the input, 
which generally range from quoted prices for identical instruments in a principal trading market (Level 1) to 
estimates determined using related market data (Level 3). Multiple inputs may be used to measure fair value, 
however, the level of fair value is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level I inputs: Measurements that are most observable are 
based on quoted prices of identical instruments obtained from the principal markets in which they are traded. 
Closing prices are both readily available and representative of fair value. Market transactions occur with 
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange 
traded futures and options are considered Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from 
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements 
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded 
curve but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair 
value measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the 
Corporation’s crude oil hedges is classified as Level 2. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation 
sells natural gas and electricity to customers and offsets the price exposure by purchasing forward contracts. The 
fair value of these sales and purchases may be based on specific prices at less liquid delivered locations, which 
are classified as Level 3. Fair values determined using discounted cash flows and other unobservable data are 
also classified as Level 3. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually 
or in combination to mitigate its exposure to fluctuations in the prices of crude oil, natural gas, refined petroleum 
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products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities, 
the Corporation, principally through a consolidated partnership, trades energy-related commodities and 
derivatives, including futures, forwards, options and swaps, based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of 
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently 
in earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions 
(cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair 
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive 
income (loss). Amounts included in Accumulated other comprehensive income (loss) for cash flow hedges are 
reclassified into earnings in the same period that the hedged item is recognized in earnings. The ineffective 
portion of changes in fair value of derivatives designated as cash flow hedges is recorded currently in earnings. 
Changes in fair value of derivatives designated as fair value hedges are recognized currently in earnings. The 
change in fair value of the related hedged commitment is recorded as an adjustment to its carrying amount and 
recognized currently in earnings. 


Derivatives that are designated as either cash flow or fair value hedges are tested for effectiveness 
prospectively before they are executed and both prospectively and retrospectively on an on-going basis to 
determine whether they continue to qualify for hedge accounting. The prospective and retrospective effectiveness 
calculations are performed using either historical simulation or other statistical models, which utilize historical 
observable market data consisting of futures curves and spot prices. 


Retirement Plans: The Corporation has funded non-contributory defined benefit pension plans and an 
unfunded supplemental pension plan. The Corporation recognizes in the Consolidated Balance Sheet the net 
change in the funded status of the projected benefit obligation for these plans. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future plan 
obligations; expected long-term rates of return on plan assets; and rate of future increases in compensation levels. 
These assumptions represent estimates made by the Corporation, some of which can be affected by external factors. 
For example, the discount rate used to estimate the Corporation’s projected benefit obligation is based on a portfolio 
of high-quality, fixed income debt instruments with maturities that approximate the expected payment of plan 
obligations, while the expected return on plan assets is developed from the expected future returns for each asset 
category, weighted by the target allocation of pension assets to that asset category. Changes in these assumptions 
can have a material impact on the amounts reported in the Corporation’s financial statements. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle long 
lived assets and to restore land or seabed at certain exploration and production locations. In accordance with 
generally accepted accounting principles, the Corporation recognizes a liability for the fair value of required asset 
retirement obligations. In addition, the fair value of any legally required conditional asset retirement obligations is 
recorded if the liability can be reasonably estimated. The Corporation capitalizes such costs as a component of the 
carrying amount of the underlying assets in the period in which the liability is incurred. In order to measure these 
obligations, the Corporation estimates the fair value of the obligations by discounting the future payments that will 
be required to satisfy the obligations. In determining these estimates, the Corporation is required to make several 
assumptions and judgments related to the scope of dismantlement, timing of settlement, interpretation of legal 
requirements, inflationary factors and discount rate. In addition, there are other external factors which could 
significantly affect the ultimate settlement costs for these obligations including changes in environmental 
regulations and other statutory requirements, fluctuations in industry costs and foreign currency exchange rates and 
advances in technology. As a result, the Corporation’s estimates of asset retirement obligations are subject to 
revision due to the factors described above. Changes in estimates prior to settlement result in adjustments to both 
the liability and related asset values. 
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Environment, Health and Safety 


The Corporation has a values-based, socially-responsible strategy focused on improving environment, health 
and safety performance and making a positive impact on communities where it does business. The strategy is 
reflected in the Corporation’s environment, health, safety and social responsibility (EHS & SR) policies and by 
environment and safety management systems that help protect the Corporation’s workforce, customers and local 
communities. The Corporation’s management systems are designed to uphold or exceed international standards 
and are intended to promote internal consistency, adherence to policy objectives and continual improvement in 
EHS & SR performance. Improved performance may, in the short-term, increase the Corporation’s operating 
costs and could also require increased capital expenditures to reduce potential risks to assets, reputation and 
license to operate. In addition to enhanced EHS & SR performance, improved productivity and operational 
efficiencies may be realized as collateral benefits from investments in EHS & SR. The Corporation has programs 
in place to evaluate regulatory compliance, audit facilities, train employees, prevent and manage risks and 
emergencies and to generally meet corporate EHS & SR goals. 


Over the last several years, many refineries have entered into consent agreements to resolve the United 
States Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded 
without complying with the New Source Review regulations that require permits and new emission controls in 
certain circumstances and other regulations that impose emissions control requirements. In January 2011, 
HOVENSA signed a consent decree with the EPA to resolve its claims. Under the terms of the Consent Decree, 
HOVENSA agreed to pay a penalty of approximately $5 million and spend approximately $700 million over the 
next 10 years to install equipment and implement additional operating procedures at the HOVENSA refinery to 
reduce emissions. In addition, the Consent Decree requires HOVENSA to spend approximately $5 million to 
fund an environmental project to be determined at a later date by the Virgin Islands and $500,000 to assist the 
Virgin Islands Water and Power Authority with monitoring. However, as a result of HOVENSA’s decision to 
shut down its refinery, which was announced in January 2012, HOVENSA believes that it will not be required to 
make material capital expenditures pursuant to this consent decree. The Corporation believes that it will also 
enter into a consent decree with the EPA in the near future to resolve these matters as they relate to its Port 
Reading refinery facility, which is not expected to have a material adverse impact on the financial condition, 
results of operations or cash flows of the Corporation. 


The Corporation produces and distributes fuel oils in the United States. Many states and localities are 
adopting requirements that mandate a lower sulfur content of fuel oils and restrict the types of fuel oil sold within 
their jurisdictions. These proposals could require capital expenditures by the Corporation for its Port Reading 
refining facility to meet the required sulfur content standards or other changes in the marketing of fuel oils and 
affect the profitability of that facility. 


The Corporation has undertaken a program to assess, monitor and reduce the emission of greenhouse gases, 
including carbon dioxide and methane. The Corporation recognizes that climate change is a global environmental 
concern. The Corporation is committed to the responsible management of greenhouse gas emissions from our 
existing assets and future developments and is implementing a strategy to control our carbon emissions. 


The Corporation will have continuing expenditures for environmental assessment and remediation. Sites 
where corrective action may be necessary include gasoline stations, terminals, onshore exploration and 
production facilities, refineries (including solid waste management units under permits issued pursuant to the 
Resource Conservation and Recovery Act) and, although not currently significant, “Superfund” sites where the 
Corporation has been named a potentially responsible party. 


The Corporation accrues for environmental assessment and remediation expenses when the future costs are 
probable and reasonably estimable. At year-end 2011, the Corporation’s reserve for estimated remediation 
liabilities was approximately $60 million. The Corporation expects that existing reserves for environmental 
liabilities will adequately cover costs to assess and remediate known sites. The Corporation’s remediation 
spending was $19 million in 2011, $13 million in 2010 and $11 million in 2009. Capital expenditures for 
facilities, primarily to comply with federal, state and local environmental standards, other than for the low sulfur 
requirements, were approximately $95 million in 2011, $85 million in 2010 and $50 million in 2009. 
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Forward-looking Information 


Certain sections of this Annual Report on Form 10-K, including Business and Properties, Management’s 
Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative 
Disclosures about Market Risk, include references to the Corporation’s future results of operations and financial 
position, liquidity and capital resources, capital expenditures, oil and gas production, tax rates, debt repayment, 
hedging, derivative, market risk and environmental disclosures, off-balance sheet arrangements and contractual 
obligations and contingencies, which include forward-looking information. These sections typically include 
statements with words such as “anticipate”, “estimate”, “expect”, “forecast”, “guidance”, “could”, “may”, 
“should”, “would” or similar words, indicating that future outcomes are uncertain. Forward-looking disclosures 
are based on the Corporation’s current understanding and assessment of these activities and reasonable 
assumptions about the future. Actual results may differ from these disclosures because of changes in market 
conditions, government actions and other factors. For more information regarding the factors that may cause the 
Corporation’s results to differ from these statements, see Item 1A. Risk Factors Related to Our Business and 
Operations. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
price of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates 
and foreign currency values. In the disclosures that follow, risk management activities are referred to as energy 
marketing and corporate risk management activities. The Corporation also has trading operations, principally 
through a 50% voting interest in a consolidated partnership that trades energy-related commodities, securities and 
derivatives. These activities are also exposed to commodity risks primarily related to the prices of crude oil, 
natural gas and refined petroleum products. The following describes how these risks are controlled and managed. 


Controls: The Corporation maintains a control environment under the direction of its chief risk officer and 
through its corporate risk policy, which the Corporation’s senior management has approved. Controls include 
volumetric, term and value at risk limits. The chief risk officer must approve the use of new instruments or 
commodities. Risk limits are monitored and are reported on a daily basis to business units and to senior 
management. The Corporation’s risk management department also performs independent verifications of sources of 
fair values and validations of valuation models. These controls apply to all of the Corporation’s risk management 
and trading activities, including the consolidated trading partnership. The Corporation’s treasury department is 
responsible for administering and monitoring foreign exchange rate and interest rate hedging programs. 


The Corporation uses value at risk to monitor and control commodity risk within its risk management and 
trading activities. The value at risk model uses historical simulation and the results represent the potential loss in 
fair value over one day at a 95% confidence level. The model captures both first and second order sensitivities 
for options. Results may vary from time to time as strategies change in trading activities or hedging levels change 
in risk management activities. 


Instruments: The Corporation primarily uses forward commodity contracts, foreign exchange forward 
contracts, futures, swaps, options and energy commodity based securities in its risk management and trading 
activities. These contracts are generally widely traded instruments with standardized terms. The following 
describes these instruments and how the Corporation uses them: 


¢ Forward Commodity Contracts: The Corporation enters into contracts for the forward purchase and 
sale of commodities. At settlement date, the notional value of the contract is exchanged for physical 
delivery of the commodity. Forward contracts that are deemed normal purchase and sale contracts are 
excluded from the quantitative market risk disclosures. 


¢ Forward Foreign Exchange Contracts: The Corporation enters into forward contracts primarily for the 
British Pound and the Thai Baht, which commit the Corporation to buy or sell a fixed amount of these 
currencies at a predetermined exchange rate on a future date. 


e Exchange Traded Contracts: The Corporation uses exchange traded contracts, including futures, on a 
number of different underlying energy commodities. These contracts are settled daily with the relevant 
exchange and may be subject to exchange position limits. 
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¢ Swaps: The Corporation uses financially settled swap contracts with third parties as part of its risk 
management and trading activities. Cash flows from swap contracts are determined based on 
underlying commodity prices or interest rates and are typically settled over the life of the contract. 


¢ Options: Options on various underlying energy commodities include exchange traded and third party 
contracts and have various exercise periods. As a seller of options, the Corporation receives a premium 
at the outset and bears the risk of unfavorable changes in the price of the commodity underlying the 
option. As a purchaser of options, the Corporation pays a premium at the outset and has the right to 
participate in the favorable price movements in the underlying commodities. 


e Energy Securities: Energy securities include energy-related equity or debt securities issued by a 
company or government or related derivatives on these securities. 


Risk Management Activities 


Energy marketing activities: In its energy marketing activities, the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating 
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options together 
with physical assets, such as storage, are used to obtain supply and reduce margin volatility or lower costs related 
to sales contracts with customers. 


Corporate risk management: Corporate risk management activities include transactions designed to 
reduce risk in the selling prices of crude oil, refined petroleum products or natural gas produced by the 
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, futures, swaps or 
option strategies may be used to reduce risk in the selling price of a portion of the Corporation’s crude oil or 
natural gas production. Forward contracts may also be used to purchase certain currencies in which the 
Corporation does business with the intent of reducing exposure to foreign currency fluctuations. Interest rate 
swaps may also be used, generally to convert fixed-rate interest payments to floating. 


The Corporation has outstanding foreign exchange contracts used to reduce its exposure to fluctuating 
foreign exchange rates for various currencies, including the British Pound and the Thai Baht. At 
December 31, 2011, the Corporation had a payable for foreign exchange contracts maturing in 2012 with a fair 
value of $14 million. The change in fair value of the foreign exchange contracts from a 10% strengthening of the 
U.S. Dollar exchange rate is estimated to be a loss of approximately $89 million at December 31, 2011. 


The Corporation’s outstanding long-term debt of $6,040 million has a fair value of $7,317 million at 
December 31, 2011. A 15% decrease in the rate of interest would increase the fair value of debt by approximately 
$247 million at December 31, 2011. 


Following is the value at risk for the Corporation’s energy marketing and risk management commodity 
derivatives activities, excluding foreign exchange and interest rate derivatives described above: 


2011 2010 
(Millions of dollars) 
At December 31 icc 3co.w edie tied bos dds dhabmind seit awad bode be $94 $5 
VOLTAGE 2b .b bie Goh acele tee SAWS eR ee dae p Blac ORE Saree ad Lbalaalee Rea aes 30 5 
PUIGH? 3.3 csestieyd se arepn deltas dice baeate ee he Gis dele G eee Sie ely ob ieee eat ees 94 6 
MESO see cf see testes sae tac si ectede fo ganaeaee, ede acpeeret oe atv aeateeh a. gceacetcece inca ease toraueceeasestens sbaeesatsen ness 8 4 


The increase in the value at risk for the Corporation’s energy marketing and risk management commodity 
derivatives activities in 2011 primarily reflects additional Brent crude oil cash flow hedge positions as described 
in Note 17, Risk Management and Trading Activities in the notes to the Consolidated Financial Statements. 


Trading Activities 


Trading activities are conducted principally through a trading partnership in which the Corporation has a 
50% voting interest. This consolidated entity intends to generate earnings through various strategies primarily 
using energy commodities, securities and derivatives. The Corporation also takes trading positions for its own 
account. 
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Following is the value at risk for the Corporation’s trading activities: 


2011 2010 
(Millions of dollars) 
AtMecember 31, ae Ake etee eas feed eae ee Gee es ee $ 4 $14 
AVOLASS: ve ce ddetce o dokite dl dethig each ORE Ra diay Baa GRR, Saat anh ok a eee RUN aed 11 14 
High vis whe poei ceded deaths dae ehh Gabbe bead aaa daw ecd deeds hegad 16 15 
MG OWE ea o6c 85Gb dom: arcs ds bomtan Scares petetei aloes hag ta Boke ease Wichee a Gotha a abn Aid bse Bit 4 12 


The information that follows represents 100% of the trading partnership and the Corporation’s proprietary 
trading accounts. Derivative trading transactions are marked-to-market and unrealized gains or losses are 
recognized currently in earnings. Gains or losses from sales of physical products are recorded at the time of sale. 
Net realized gains on trading activities amounted to $44 million in 2011 and $375 million in 2010. The following 
table provides an assessment of the factors affecting the changes in fair value of financial instruments and 
derivative commodity contracts used in trading activities: 


2011 2010 

(Millions of dollars) 
Fair value of contracts outstanding at January 1.1.1.0... ee eee $ 94 $110 
Change in fair value of contracts outstanding at the beginning of the year and still 

outstanding at the end of the year... 2... 2... eee eee (69) 10 

Reversal of fair value for contracts closed during the year .................000. 9 (233) 
Fair value of contracts entered into during the year and still outstanding .......... (120) 207 
Fair value of contracts outstanding at December 31 .......... 0.0.0... e ee ee eee $ (86) 94 


The following table summarizes the sources of net asset (liability) fair values of financial instruments and 
derivative commodity contracts by year of maturity used in the Corporation’s trading activities at December 31, 
2011: 


2015 and 
Total 2012 2013 2014 Beyond 

— (Millions of dollars) 

Source of fair value 

Teel 4 piecthe cusicegeet outs on ete reuarr ee $ (45) $61) $ ©@B) $ A) $ CO) 
Level? sc 3 died esd horde we Rtas emesis 285 276 36 (3) (24) 
EGE assole ra eee ese ee eerste Mears bE A tee (326) (325) (60) 30 29 
Total 55. ig he sies osa'e be beeen ee daged $ (86) $ (80) $ (27) $ 26 $ (5) 


The following table summarizes the receivables net of cash margin and letters of credit relating to the 
Corporation’s trading activities and the credit ratings of counterparties at December 31: 


2011 2010 

(Millions of dollars) 
Investment grade determined by outside sources .............. 000000000 eee $ 389 $ 314 
Investment grade determined internally* ............. 0.0.0.0. eee e eee eee 304 272 
Less than investment grade ..6c.c occ ec be ee eee eee ed esa ee ee ed 89 48 
Fair value of net receivables outstanding at December 31 ................... $ 782 $ 634 


* Based on information provided by counterparties and other available sources. 
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Item 8. Financial Statements and Supplementary Data 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
INDEX TO FINANCIAL STATEMENTS AND SCHEDULE 


Page 
Number 

Management’s Report on Internal Control over Financial Reporting .................... 00000000. 44 
Reports of Independent Registered Public Accounting Firm ........ 0.0.00... 0.02 eee eee eee eee 45 
Consolidated Balance Sheet at December 31, 2011 and 2010 1.0... . cc eee 47 
Statement of Consolidated Income for each of the three years in the period ended 

December 3:1 20 UW vice. x ecere ctotce dona. e eak, Reh wid w bekowtdie ate aed ee hoe ee RN ee Bia ie eng ee doe eS 48 
Statement of Consolidated Cash Flows for each of the three years in the period ended 

December 315200 3 ok otdetencechesies tut dee so aed & oheseceate g wiane ea een eee, at maodor alee aes Bec oesiner des 49 
Statement of Consolidated Equity and Comprehensive Income for each of the three years in the period 

ended: December 31.2000 ¢.c.3c cece beh doe, wade as wnede tia when gee tte lhe IRA Sod elected «edie apie ea ne 50 
Notes to Consolidated Financial Statements ......... 0.0.0... 31 
Supplementary: Oil. and Gas Data.) .s4ccc5c4e veeod tance See hone Keke getue os phoek Rey ee eRe 85 
Quarterly Financial Data: é: 30.0 6-i28.o4ido bite eedddoddod ease ek tes te ieee eran ee hes 94 
Schedule* II — Valuation and Qualifying Accounts ........ 0... 0. eee eee eee 102 
Financial Statements of HOVENSA L.L.C. as of December 31, 2011 .......0..00000 00.00... eee 103 


* Schedules other than Schedule II have been omitted because of the absence of the conditions under which they are required or because the 
required information is presented in the financial statements or the notes thereto. 
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Management’s Report on Internal Control over Financial Reporting 


Our management is responsible for establishing and maintaining adequate internal control over financial 
reporting, as such term is defined in Exchange Act Rules 13a-15(f). Under the supervision and with the 
participation of our management, including our principal executive officer and principal financial officer, we 
conducted an evaluation of the effectiveness of our internal control over financial reporting, as required by 
Section 404 of the Sarbanes-Oxley Act, based on the framework in Internal Control — Integrated Framework 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation, 
management concluded that our internal control over financial reporting was effective as of December 31, 2011. 


The Corporation’s independent registered public accounting firm, Ernst & Young LLP, has audited the 
effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2011, as stated in 
their report, which is included herein. 


pitt Hho. 6 es 


John P. Rielly John B. Hess 
Senior Vice President and Chairman of the Board and 
Chief Financial Officer Chief Executive Officer 


February 27, 2012 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited Hess Corporation’s internal control over financial reporting as of December 31, 2011, 
based on criteria established in Internal Control — Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (the COSO criteria). Hess Corporation’s management is responsible 
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of 
internal control over financial reporting included in the accompanying Management’s Report on Internal Control 
over Financial Reporting. Our responsibility is to express an opinion on the Corporation’s internal control over 
financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether effective internal control over financial reporting was maintained in all material respects. Our 
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a 
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based 
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We 
believe that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Hess Corporation maintained, in all material respects, effective internal control over 
financial reporting as of December 31, 2011 based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheet of Hess Corporation and consolidated subsidiaries as of 
December 31, 2011 and 2010, and the related statements of consolidated income, cash flows, and equity and 
comprehensive income for each of the three years in the period ended December 31, 2011 of Hess Corporation 
and consolidated subsidiaries, and our report dated February 27, 2012 expressed an unqualified opinion thereon. 


Garnet ¥ LLP 


February 27, 2012 
New York, New York 
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Report of Independent Registered Public Accounting Firm 


The Board of Directors and Stockholders 
Hess Corporation 


We have audited the accompanying consolidated balance sheet of Hess Corporation and consolidated 
subsidiaries (the “Corporation”) as of December 31, 2011 and 2010, and the related statements of consolidated 
income, cash flows, and equity and comprehensive income for each of the three years in the period ended 
December 31, 2011. Our audits also included the financial statement schedule listed in the Index at Item 8. These 
financial statements and schedule are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these financial statements and schedule based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our 
opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Hess Corporation and consolidated subsidiaries at December 31, 2011 and 
2010, and the consolidated results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2011, in conformity with U.S. generally accepted accounting principles. Also, in our 
opinion, the related financial statement schedule, when considered in relation to the consolidated financial 
statements taken as a whole, presents fairly in all material respects, the information set forth therein. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Hess Corporation’s internal control over financial reporting as of December 31, 2011, based on 
criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 27, 2012 expressed an unqualified 
opinion thereon. 


Sanat ¥ LLP 


February 27, 2012 
New York, New York 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET 


December 31, 
2011 2010 


(Millions of dollars; 
thousands of shares) 


ASSETS 
CURRENT ASSETS 
Cashiand cash equivalents. <0..06 d.04c6 sada Pendens was ane a oe aes Head ae eee ee ea eed a $ 351 $ 1,608 
Accounts receivable 
MAGS: ese oe. dy a seck nd Meade arn Gotz eclus etek, pane eae Bade dilg hacen a pune dhe ara bee wale, b, RANE late ecbvent 4,761 4,478 
Oe? hsiccaete oe duied daget< rh iuiek Hien ve ean bens ahaa dies weby Steere’ 250 240 
TNVENLOTIES 5 30:5 cceee ae dak eg Oh ale ee as PoE RRS EOS ohse ee wee eas deteeaS 1,423 1,452 
Other current assets. cin cesces eed aaiie diadesees aed wanedeawea eds Hod ade daadaseaeaedn 1,554 1,002 
TotaliCirent assets: 2c Gets  he enck eee Rha on rein Seen Ged ha OE Pak WE a 8,339 8,780 
INVESTMENTS IN AFFILIATES ........ 00... cee eens 384 443 
PROPERTY, PLANT AND EQUIPMENT 
Ota — al COStecacan spends doth os Se eee, wen Meee aa e SES Srendnsr ae Eee Pea ane enee 39,710 35,703 
Less reserves for depreciation, depletion, amortization and lease impairment ................ 14,998 14,576 
Property, plant and equipment — net ....... 0... eect teen eens 24,712 21,127 
GOOD Ws oc. eee cet ens Wie wan gad en eed ahead sands Nae ne ae Deeb deat ay 2,305 2,408 
DEFERRED INCOME TAXES ........... 0... oe cc cee een eens 2,941 2,167 
OTHER ASSETS 526.5) diode twn nace cas bach ea La Wee a natant ontdeh needa hack late aed 455 471 
TOTAL ASSETS: «..icuetsnse acti aut spades + Di Vente edad tavaa eave ew TewaReea $ 39,136 $ 35,396 
LIABILITIES AND EQUITY 
CURRENT LIABILITIES 
Accounts payable. i... i305 cca ned ogee Gees deaans a dates deen eka eG Ed nee ees $ 3,712 $ 4,274 
ACOrUSd AIMS S 2.55 zed sects io sheiddepoa ethos Bde dead obdiegauad:Ayalthni Museu dirduldciuidsulos cara Sdyien dey tabstanadbulén diverse Sums 3,524 2,567 
"FARES PAaVaDle:. ce 25 ce esr ecaes ecgueueit’n sae ss abies dae sig ata alias te. Soe e dp ebuake dey ce heed es buie Giies dues and See eto 812 726 
Short-term debt and current maturities of long-term debt ............. 00.00.00 eee 52 46 
Totalicummemt: amilities se scl 3 seth see bck ease dees hare AR aae Grad Sad, Wg ce ach BR, ie 8,100 7,613 
TEONG=2 DERM. DOBIB Do. io) douse destin sonny toa ttuie shuaadlgealtinachia dosha datinasSeastadion ahaa b oaacbraeddn lendibuacoiansuavins 6,005 5,537 
DEFERRED INCOME TAXES ........ 0... ect cet een e anes 2,843 2,995 
ASSET RETIREMENT OBLIGATIONS ... 2.00.00... 000. ee eens 1,844 1,203 
OTHER LIABILITIES AND DEFERRED CREDITS ....................0.00..002008. 1,752 1,239 
Total WabtlitieS ¢.ssa s.cd:aia, cad 2s arane aad Laas aah ha eae de Ate oer 20,544 18,587 
EQUITY 
Hess Corporation Stockholders’ Equity 
Common stock, par value $1.00 
Authorized — 600,000 shares 
Issued: 2011 — 339,976 shares; 2010 — 337,681 shares .......... 00.00 cece ee eee 340 338 
Capital in-excess of parvalle o...cccicad because enGae Gadd saaw end aun seb ea aed 3,417 3,256 
Rétainied armies. 2 ods cakety eodadenegeetee ies oe awianie dee aeebat eee etes 15,826 14,254 
Accumulated other comprehensive income (loss) .......... 0.00 cece e eee eee eee eens (1,067) (1,159) 
Total Hess Corporation stockholders’ equity ........ 0.0... cece eee eee eee 18,516 16,689 
Noncontrolling mterests:s ¢....40. 35 eeekegvnd raed we sale cde dees dae ab a Peak aes 76 120 
Notal'eQuity” Sic iwiss0.9.444 ba thas dime eee wonseedaaaedis Leoaeeeaiianie eae d 18,592 16,809 
TOTAL LIABILITIES AND EQUITY .......... 00... ene ene $ 39,136 $ 35,396 


The consolidated financial statements reflect the successful efforts method of accounting for oil and gas 
exploration and production activities. 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED INCOME 


Years Ended December 31, 
2011 2010 2009 
(Millions of dollars, except per share data) 


REVENUES AND NON-OPERATING INCOME 


Sales (excluding excise taxes) and other operating revenues .......... $38,466 $33,862 $29,614 
Income (loss) from equity investment in HOVENSA L.L.C. .......... (1,073) (522) (229) 
Gains Oni aSSEt SaléS 2.2. ce 3 6.04 Soe G hee ee de seed sede dedde sans 446 1,208 — 
OMG EGE as seers ethers s eteactis aad bees, Ante tuae, eaciactae ac audae Rau ateceonad an dattuedeees 32 65 184 
Total revenues and non-operating income ..................000. 37,871 34,613 29,569 
COSTS AND EXPENSES 
Cost of products sold (excluding items shown separately below) ...... 26,774 23,407 20,961 
ProductiOn:expenses:..c e452 694 Aesoeens oh654 VAS Cade ewe eee en 2,352 1,924 1,805 
Marketing expenses ...... 0.0... cece cece e enn 1,069 1,021 1,008 
Exploration expenses, including dry holes and lease impairment ....... 1,195 865 829 
Other operating expenses ........ 0... 0 eee ee ees 171 213 183 
General and administrative expenses ................. 00000000005 702 662 647 
Interestiexpense: wus 2oebshe Pade Capea weds de sethaeee Seedy 383 361 360 
Depreciation, depletion and amortization .......... 00.0.0. e eee eee 2,406 2,317 2,200 
Asset. IMpalrMEeNtS i.cscei Gh eiher A wie ed dsl eadomertde aed se ds 358 532 54 
Total costs and expenses ......... 0... c eee eee eee eee 35,410 31,302 28,047 
INCOME BEFORE INCOME TAXES .....................000005 2,461 3,311 1,922 
Provision for income taxeS ...... 0.0... cece ee ee eee 785 1,173 715 
NET INCOME 4 32 cach aie Sos ch eea weet hlod Baete eee bSeks $ 1,676 $ 2,138 $ 807 
Less: Net income (loss) attributable to noncontrolling interests ........ (27) 13 67 
NET INCOME ATTRIBUTABLE TO HESS CORPORATION ...... $ 1,703 $ 2,125 $ 740 
BASIC NET INCOME PER SHARE .................. 0000000005 $ 5.05 $ 6.52 $ 2.28 
DILUTED NET INCOME PER SHARE .....................0..04. $ 5.01 $ 6.47 $ 2.27 
WEIGHTED AVERAGE NUMBER OF COMMON SHARES 
OUTSTANDING (DILUTED) ............. 2.0.0.0... eee eee eee 339.9 328.3 326.0 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED CASH FLOWS 


Years Ended December 31, 


2011 2010 2009 
(Millions of dollars) 
CASH FLOWS FROM OPERATING ACTIVITIES 
Net inGOMe: b:.8s0s-6 4 Sesto yt GA ce eras dQhea eyes wtie i eed Ghee ees $1,676 $2,138 $ 807 
Adjustments to reconcile net income to net cash provided by operating activities 
Depreciation, depletion and amortization .......... 0.0.0: c eee eee eee 2,406 2,317 2,200 
(Income) loss from equity investment in HOVENSA L.L.C. .............. 1,073 522 229 
ASSet IMpPalTMEDIS «oi. 6s sew aoa eew ee DOG w Pea ae Gaaee 358 532 54 
Exploratory dry hole Costs. ..:.c.-.cesg ee aeg bas eee eee agree oop dna acer 438 237 267 
Lease Impairment 2 oi30 asta ee eee ee kee Dees 301 266 231 
Stock compensation expense ....... 0.0... 0c 104 112 128 
Gals: OnsaSSet Sales: 25.242 fs dates Sod HRS oe SAND ei ek Gees (446) (1,208) — 
Provision (benefit) for deferred income taxes ......... 0.00.0 c eee eee (623) (495) (438) 
Changes in operating assets and liabilities: 
(Increase) decrease in accounts receivable ............. 0.00 e cence (243) (760) 320 
(Increase) decrease in inventories .......... 0.0. eee eens 4 (16) (137) 
Increase (decrease) in accounts payable and accrued liabilities .......... 544 1,141 (542) 
Increase (decrease) in taxes payable ......... 0... 0. cee eee eee eee 46 95 (81) 
Changes in other assets and liabilities ........... 0.0.0... e eee eee eee (654) (351) 8 
Net cash provided by operating activities ....................0000-, 4,984 4,530 3,046 
CASH FLOWS FROM INVESTING ACTIVITIES 
Capital expenditures e020 bs deciioieads Gite doe dana eed Saree (7,006) (5,492) (2,918) 
Proceeds from asset:Sales: «...oo.c snes ee eee ay ee oud soe cb de saw Baws 490 183 — 
Other; Net. e6 eee sk eek Be nd ela ed dab tied Re ee ae we eos (50) 50 (6) 
Net cash used in investing activities .... 0.0... 0c ee eee eee eee (6,566) (5,259) (2,924) 
CASH FLOWS FROM FINANCING ACTIVITIES 
Net borrowings (repayments) of debt with maturities of 90 days or less ....... 100 — (850) 
Debt with maturities of greater than 90 days 
BOmOWiINGS: (24 eh eee eee ear bo wee RORA EM eee ts BE ed ee ee 422 1,278 1,991 
Repayments: 3.4.5 sce Swniece henge ind ara eared eghadee Speen alae a (100) (180) (694) 
Cash dividends paid ...... 0.0... ccc cette nent e nena (136) (131) (131) 
Noncontrolling interests, net 2.2... . 0... eee cee teens (49) (46) (2) 
Employee stock options exercised, including income tax benefits ............ 88 54 18 
Net cash provided by financing activities .....................00.0, 325 975 332 
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS .... = (1,257) 246 454 
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR .......... 1,608 1,362 908 
CASH AND CASH EQUIVALENTS AT END OF YEAR ................. $ 351 $1,608 $ 1,362 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
STATEMENT OF CONSOLIDATED EQUITY AND COMPREHENSIVE INCOME 


Balance: at January 1.2009: ccs ise cicais x eGia ated achawincn aude 
INGt INCOME 2 sd. dad veka de beeraw hose werkeadeerd 


Deferred gains (losses) on cash flow hedges, after-tax 


Effect of hedge losses recognized in income ......... 
Net change in fair value of cash flow hedges ........ 
Change in postretirement plan liabilities, after-tax ...... 


Change in foreign currency translation adjustment and 


OUST ofc, pte ss aaestadiee arm teste nese ata en eaia ele neat aticete 


Comprehensive income (loss) ............-+0005 
Activity related to restricted common stock awards, net .... 
Employee stock options, including income tax benefits .... 
Cash dividends declared 0.06.66 cede cadena 
Noncontrolling interests, net 2.2. .... 06.0000. ee eee eee 


Balance at December 31,2009 ....4c.c0000 000 see eaunen 


INGtINGOME 9 ahs adicg aie 82s yeaa Sher g aces wear peesok Sis wes as Have 


Deferred gains (losses) on cash flow hedges, after-tax 


Effect of hedge losses recognized in income ......... 
Net change in fair value of cash flow hedges ........ 
Change in postretirement plan liabilities, after-tax ...... 


Change in foreign currency translation adjustment and 


(0110 <1 ape PCIe SP nee a Pa aa 


Comprehensive income (loss) ............--0005 
Common stock issued for acquisition .................. 
Activity related to restricted common stock awards, net .... 
Employee stock options, including income tax benefits ..... 
Cash dividends declared ......... 0.0... c cee ee cece e ees 
Noncontrolling interests, net 2.2.0... 0... eee eee eee 


Balance at December 31,2010 ...0cceccecvecveceeerees 


I (Sia (60) 11 ea eee 


Deferred gains (losses) on cash flow hedges, after-tax 


Effect of hedge losses recognized in income .......... 
Net change in fair value of cash flow hedges ......... 
Change in postretirement plan liabilities, after-tax ....... 


Change in foreign currency translation adjustment and 


OUST: 5... dcya.h ev n.ngathyoed Padua hiptergund eaeaded dead 


Comprehensive income (loss) ..............00005 
Activity related to restricted common stock awards, net ..... 
Employee stock options, including income tax benefits ..... 
Cash dividends declared ............0. 00 cece eee eee 
Noncontrolling interests, net 2.2.0... 00... e eee eee eee ee 


Balance at December 31,2011 ..................000050. 


Accumulated 
Capital in Other Total Hess 
Common Excess of Retained Comprehensive Stockholders’ Noncontrolling Total 
Stock Par Earnings Income (Loss) Equity Interests Equity 
(Millions of dollars) 
$326 $2,347 $11,642 $(2,008) $12,307 $ 84 $12,391 
740 740 67 807 
963 963 — 963 
(729) (729) _ (729) 
(6) (6) — (6) 
105 105 (5) 100 
1,073 62 1,135 
1 61 — = 62 = 62 
— 3 -_ a BB a BB 
— — (131) = (131) — (131) 
= = 2) Q) 
327. 2,481 = 12,251 (1,675) 13,384 144 = 13,528 
2,125 2,125 132,138 
656 656 _ 656 
(198) (198) —_— (198) 
28 28 — 28 
30 30 1 31 
2,641 14 2,655 
9 639 — — 648 —_— 648 
1 59 _— _ 60 _ 60 
1 105 —_ _ 106 _ 106 
= = (132) _ (132) —_ (132) 
— (28) 10 —_— (18) (38) (56) 
338 =3,256 = 14,254 (1,159) 16,689 120 16,809 
1,703 1,703 (27) 1,676 
432 432 — 432 
2 2 _— 2 
(246) (246) _— (246) 
(96) (96) 2 (94) 
1,795 (25) 1,770 
1 52 _ _ 53 _ 53 
1 138 — _ 139 _ 139 
= = (136) _ (136) — (136) 
— (29) 5 _ (24) (9) (43) 
$340 $3,417 $15,826 $(1,067) $18,516 $ 76 $18,592 


See accompanying notes to consolidated financial statements. 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Summary of Significant Accounting Policies 


Nature of Business: Hess Corporation and its subsidiaries (the Corporation) engage in the exploration for 
and the development, production, purchase, transportation and sale of crude oil and natural gas. These activities are 
conducted principally in Algeria, Australia, Azerbaijan, Brazil, Brunei, China, Denmark, Egypt, Equatorial Guinea, 
France, Ghana, Indonesia, the Kurdistan region of Iraq, Libya, Malaysia, Norway, Peru, Russia, Thailand, the 
United Kingdom and the United States (U.S.). In addition, the Corporation manufactures refined petroleum products 
and purchases, markets and trades refined petroleum products, natural gas and electricity. The Corporation owns 
50% of HOVENSA L.L.C. (HOVENSA), a joint venture in the U.S. Virgin Islands. In January 2012, HOVENSA 
announced a decision to shut down its refinery and continue to operate the complex as an oil storage terminal. The 
Corporation also operates a refining facility, terminals and retail gasoline stations, most of which include 
convenience stores that are located on the East Coast of the United States. 


In preparing financial statements in conformity with U.S. generally accepted accounting principles (GAAP), 
management makes estimates and assumptions that affect the reported amounts of assets and liabilities in the 
Consolidated Balance Sheet and revenues and expenses in the Statement of Consolidated Income. Actual results 
could differ from those estimates. Among the estimates made by management are oil and gas reserves, asset 
valuations, depreciable lives, pension liabilities, legal and environmental obligations, asset retirement obligations 
and income taxes. Certain information in the financial statements and notes has been reclassified to conform to 
the current period presentation. In the preparation of these financial statements, the Corporation has evaluated 
subsequent events through the date of issuance. 


Principles of Consolidation: The consolidated financial statements include the accounts of Hess 
Corporation and entities in which the Corporation owns more than a 50% voting interest or entities that the 
Corporation controls. The Corporation consolidates the trading partnership in which it owns a 50% voting 
interest and over which it exercises control. The Corporation’s undivided interests in unincorporated oil and gas 
exploration and production ventures are proportionately consolidated. Investments in affiliated companies, 20% 
to 50% owned and where the Corporation has the ability to influence the operating or financial decisions of the 
affiliate, including HOVENSA, are accounted for using the equity method. 


Revenue Recognition: The Corporation recognizes revenues from the sale of crude oil, natural gas, refined 
petroleum products and other merchandise when title passes to the customer. Sales are reported net of excise and 
similar taxes in the Statement of Consolidated Income. The Corporation recognizes revenues from the production of 
natural gas properties based on sales to customers. Differences between Exploration & Production (E&P) natural 
gas volumes sold and the Corporation’s share of natural gas production are not material. Revenues from natural gas 
and electricity sales by the Corporation’s marketing operations are recognized based on meter readings and 
estimated deliveries to customers since the last meter reading. 


In its E&P activities, the Corporation engages in crude oil purchase and sale transactions with the same 
counterparty that are entered into in contemplation of one another for the primary purpose of changing location or 
quality. Similarly, in its marketing activities, the Corporation enters into refined petroleum product purchase and sale 
transactions with the same counterparty. These arrangements are reported net in Sales and other operating revenues in 
the Statement of Consolidated Income. 


Derivatives: The Corporation utilizes derivative instruments for both risk management and _ trading 
activities. In risk management activities, the Corporation uses futures, forwards, options and swaps, individually 
or in combination, to mitigate its exposure to fluctuations in prices of crude oil, natural gas, refined petroleum 
products and electricity, as well as changes in interest and foreign currency exchange rates. In trading activities, 
the Corporation, principally through a consolidated partnership, trades energy-related commodities and 
derivatives, including futures, forwards, options and swaps based on expectations of future market conditions. 


All derivative instruments are recorded at fair value in the Corporation’s Consolidated Balance Sheet. The 
Corporation’s policy for recognizing the changes in fair value of derivatives varies based on the designation of 
the derivative. The changes in fair value of derivatives that are not designated as hedges are recognized currently 
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in earnings. Derivatives may be designated as hedges of expected future cash flows or forecasted transactions 
(cash flow hedges) or hedges of firm commitments (fair value hedges). The effective portion of changes in fair 
value of derivatives that are designated as cash flow hedges is recorded as a component of other comprehensive 
income (loss) while the ineffective portion of the changes in fair value is recorded currently in earnings. Amounts 
included in Accumulated other comprehensive income (loss) for cash flow hedges are reclassified into earnings 
in the same period that the hedged item is recognized in earnings. Changes in fair value of derivatives designated 
as fair value hedges are recognized currently in earnings. The change in fair value of the related hedged 
commitment is recorded as an adjustment to its carrying amount and recognized currently in earnings. 


Cash and Cash Equivalents: Cash equivalents consist of highly liquid investments, which are readily 
convertible into cash and have maturities of three months or less when acquired. 


Inventories: Inventories are valued at the lower of cost or market. For refined petroleum product 
inventories valued at cost, the Corporation uses principally the last-in, first-out (LIFO) inventory method. For the 
remaining inventories, cost is generally determined using average actual costs. 


Exploration and Development Costs: E&P activities are accounted for using the successful efforts 
method. Costs of acquiring unproved and proved oil and gas leasehold acreage, including lease bonuses, brokers’ 
fees and other related costs, are capitalized. Annual lease rentals, exploration expenses and exploratory dry hole 
costs are expensed as incurred. Costs of drilling and equipping productive wells, including development dry 
holes, and related production facilities are capitalized. In production operations, costs of injected CO, for tertiary 
recovery are expensed as incurred. 


The costs of exploratory wells that find oil and gas reserves are capitalized pending determination of 
whether proved reserves have been found. Exploratory drilling costs remain capitalized after drilling is 
completed if (1) the well has found a sufficient quantity of reserves to justify completion as a producing well and 
(2) sufficient progress is being made in assessing the reserves and the economic and operational viability of the 
project. If either of those criteria is not met, or if there is substantial doubt about the economic or operational 
viability of a project, the capitalized well costs are charged to expense. Indicators of sufficient progress in 
assessing reserves and the economic and operating viability of a project include commitment of project 
personnel, active negotiations for sales contracts with customers, negotiations with governments, operators and 
contractors, firm plans for additional drilling and other factors. 


Depreciation, Depletion and Amortization: The Corporation records depletion expense for acquisition 
costs of proved properties using the units of production method over proved oil and gas reserves. Depreciation 
and depletion expense for oil and gas production equipment and wells is calculated using the units of production 
method over proved developed oil and gas reserves. Provisions for impairment of undeveloped oil and gas leases 
are based on periodic evaluations and other factors. Depreciation of all other plant and equipment is determined 
on the straight-line method based on estimated useful lives. Retail gas stations and equipment related to a leased 
property, are depreciated over the estimated useful lives not to exceed the remaining lease period. The 
Corporation records the cost of acquired customers in its energy marketing activities as intangible assets and 
amortizes these costs on the straight-line method over the expected renewal period based on_ historical 
experience. 


Capitalized Interest: Interest from external borrowings is capitalized on material projects using the 
weighted average cost of outstanding borrowings until the project is substantially complete and ready for its 
intended use, which for oil and gas assets is at first production from the field. Capitalized interest is depreciated 
over the useful lives of the assets in the same manner as the depreciation of the underlying assets. 


Asset Retirement Obligations: The Corporation has material legal obligations to remove and dismantle 
long-lived assets and to restore land or seabed at certain exploration and production locations. The Corporation 
recognizes a liability for the fair value of legally required asset retirement obligations associated with long-lived 
assets in the period in which the retirement obligations are incurred. In addition, the fair value of any legally 
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required conditional asset retirement obligations is recorded if the liability can be reasonably estimated. The 
Corporation capitalizes the associated asset retirement costs as part of the carrying amount of the long-lived 
assets. 


Impairment of Long-lived Assets: The Corporation reviews long-lived assets for impairment whenever 
events or changes in circumstances indicate that the carrying amounts may not be recovered. If the carrying 
amounts are not expected to be recovered by undiscounted future cash flows, the assets are impaired and an 
impairment loss is recorded. The amount of impairment is based on the estimated fair value of the assets 
generally determined by discounting anticipated future net cash flows. In the case of oil and gas fields, the net 
present value of future cash flows is based on management’s best estimate of future prices, which is determined 
with reference to recent historical prices and published forward prices, applied to projected production volumes 
and discounted at a risk-adjusted rate. The projected production volumes represent reserves, including probable 
reserves, expected to be produced based on a stipulated amount of capital expenditures. The production volumes, 
prices and timing of production are consistent with internal projections and other externally reported information. 
Oil and gas prices used for determining asset impairments will generally differ from the average prices used in 
the standardized measure of discounted future net cash flows. 


Impairment of Equity Investees: The Corporation reviews equity method investments for impairment 
whenever events or changes in circumstances indicate that an other than temporary decline in value may have 
occurred. The fair value measurement used in the impairment assessment is based on quoted market prices, 
where available, or other valuation techniques, including discounted cash flows. Differences between the 
carrying value of the Corporation’s equity investments and its equity in the net assets of the affiliate that result 
from impairment charges are amortized over the remaining useful life of the affiliate’s fixed assets. 


Impairment of Goodwill: Goodwill is tested for impairment annually in the fourth quarter or when events 
or changes in circumstances indicate that the carrying amount of the goodwill may not be recoverable. This 
impairment test is calculated at the reporting unit level, which for the Corporation’s goodwill is the Exploration 
and Production operating segment. The Corporation identifies potential impairments by comparing the fair value 
of the reporting unit to its book value, including goodwill. If the fair value of the reporting unit exceeds the 
carrying amount, goodwill is not impaired. If the carrying value exceeds the fair value, the Corporation calculates 
the possible impairment loss by comparing the implied fair value of goodwill with the carrying amount. If the 
implied fair value of goodwill is less than the carrying amount, an impairment would be recorded. 


Income Taxes: Deferred income taxes are determined using the liability method. The Corporation 
regularly assesses the realizability of deferred tax assets, based on estimates of future taxable income, the 
availability of tax planning strategies, the existence of appreciated assets, the available carryforward periods for 
net operating losses and other factors. If it is more likely than not that some or all of the deferred tax assets will 
not be realized, a valuation allowance is recorded to reduce the deferred tax assets to the amount expected to be 
realized. In addition, the Corporation recognizes the financial statement effect of a tax position only when 
management believes that it is more likely than not, that based on the technical merits, the position will be 
sustained upon examination. Additionally, the Corporation has income taxes which have been deferred on 
intercompany transactions eliminated in consolidation related to transfers of property, plant and equipment 
remaining within the consolidated group. The amortization of these income taxes deferred on intercompany 
transactions will occur ratably with the recovery through depletion and depreciation of the carrying value of these 
assets. The Corporation does not provide for deferred U.S. income taxes for that portion of undistributed earnings 
of foreign subsidiaries that are indefinitely reinvested in foreign operations. The Corporation classifies interest 
and penalties associated with uncertain tax positions as income tax expense. 


Fair Value Measurements: The Corporation’s derivative instruments and supplemental pension plan 
investments are recorded at fair value, with changes in fair value recognized in earnings or other comprehensive 
income each period as appropriate. The Corporation uses various valuation approaches in determining fair value, 
including the market and income approaches. The Corporation’s fair value measurements also include 
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non-performance risk and time value of money considerations. Counterparty credit is considered for receivable 
balances, and the Corporation’s credit is considered for accrued liabilities. 


The Corporation also records certain nonfinancial assets and liabilities at fair value when required by 
GAAP. These fair value measurements are recorded in connection with business combinations, the initial 
recognition of asset retirement obligations and any impairment of long-lived assets, equity method investments 
or goodwill. 


The Corporation determines fair value in accordance with the fair value measurements accounting standard 
which established a hierarchy for the inputs used to measure fair value based on the source of the input, which 
generally range from quoted prices for identical instruments in a principal trading market (Level 1) to estimates 
determined using related market data (Level 3). Multiple inputs may be used to measure fair value, however, the 
level of fair value is based on the lowest significant input level within this fair value hierarchy. 


Details on the methods and assumptions used to determine the fair values are as follows: 


Fair value measurements based on Level 1 inputs: Measurements that are most observable are 
based on quoted prices of identical instruments obtained from the principal markets in which they are traded. 
Closing prices are both readily available and representative of fair value. Market transactions occur with 
sufficient frequency and volume to assure liquidity. The fair value of certain of the Corporation’s exchange 
traded futures and options are considered Level 1. 


Fair value measurements based on Level 2 inputs: Measurements derived indirectly from 
observable inputs or from quoted prices from markets that are less liquid are considered Level 2. Measurements 
based on Level 2 inputs include over-the-counter derivative instruments that are priced on an exchange traded 
curve, but have contractual terms that are not identical to exchange traded contracts. The Corporation utilizes fair 
value measurements based on Level 2 inputs for certain forwards, swaps and options. The liability related to the 
Corporation’s crude oil hedges is classified as Level 2. 


Fair value measurements based on Level 3 inputs: Measurements that are least observable are 
estimated from related market data, determined from sources with little or no market activity for comparable 
contracts or are positions with longer durations. For example, in its energy marketing business, the Corporation 
enters into contracts to sell natural gas and electricity to customers and offsets the price exposure by purchasing 
forward contracts. The fair value of these sales and purchases may be based on specific prices at less liquid 
delivered locations, which are classified as Level 3. There may be offsets to these positions that are priced based 
on more liquid markets, which are, therefore, classified as Level | or Level 2. Fair values determined using 
discounted cash flows and other unobservable data are also classified as Level 3. 


Retirement Plans: The Corporation recognizes the funded status of defined benefit postretirement plans in 
the Consolidated Balance Sheet. The funded status is measured as the difference between the fair value of plan 
assets and the projected benefit obligation. The Corporation recognizes the net changes in the funded status of 
these plans in the year in which such changes occur. Prior service costs and actuarial gains and losses in excess of 
10% of the greater of the benefit obligation or the market value of assets are amortized over the average 
remaining service period of active employees. 


Share-based Compensation: The fair value of all share-based compensation is expensed and recognized 
on a straight-line basis over the full vesting period of the awards. 


Foreign Currency Translation: The U.S. Dollar is the functional currency (primary currency in which 
business is conducted) for most foreign operations. Adjustments resulting from translating monetary assets and 
liabilities that are denominated in a non-functional currency into the functional currency are recorded in Other, 
net in the Statement of Consolidated Income. For operations that do not use the U.S. Dollar as the functional 
currency, adjustments resulting from translating foreign currency assets and liabilities into U.S. Dollars are 
recorded in a separate component of equity titled Accumulated other comprehensive income (loss). 


Maintenance and Repairs: Maintenance and repairs are expensed as incurred, including costs of refinery 
turnarounds. Capital improvements are recorded as additions in Property, plant and equipment. 
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Environmental Expenditures: The Corporation accrues and expenses environmental costs to remediate 
existing conditions related to past operations when the future costs are probable and reasonably estimable. The 
Corporation capitalizes environmental expenditures that increase the life or efficiency of property or that reduce 
or prevent future adverse impacts to the environment. 


2. Acquisitions and Dispositions 


2011: In the third quarter of 2011, the Corporation entered into agreements to acquire approximately 
85,000 net acres in the Utica Shale play in eastern Ohio for approximately $750 million, principally through the 
acquisition of Marquette Exploration, LLC (Marquette). This acquisition strengthens the Corporation’s portfolio 
of unconventional assets. The acquisition of Marquette has been accounted for as a business combination and the 
assets acquired and the liabilities assumed were recorded at fair value. The estimated fair value was based on a 
valuation approach using market related data which is a Level 3 measurement. The majority of the purchase price 
was assigned to unproved properties and the remainder to producing wells and working capital. This transaction 
is subject to normal post-closing adjustments. 


In October 2011, the Corporation completed the acquisition of a 50% undivided interest in CONSOL 
Energy Inc.’s (CONSOL) nearly 200,000 acres, in the Utica Shale play in eastern Ohio, for $59 million in cash at 
closing and the agreement to fund 50% of CONSOL’s share of the drilling costs up to $534 million within a 
5-year period. This transaction has been accounted for as an asset acquisition. 


In February 2011, the Corporation completed the sale of its interests in the Easington Catchment Area (Hess 
30%), the Bacton Area (Hess 23%), the Everest Field (Hess 19%) and the Lomond Field (Hess 17%) in the 
United Kingdom North Sea for cash proceeds of $359 million, after post-closing adjustments. These disposals 
resulted in pre-tax gains totaling $343 million ($310 million after income taxes). These assets had a productive 
capacity of approximately 15,000 boepd. The total combined net book value of the disposed assets prior to the 
sale was $16 million, including allocated goodwill of $14 million. 


In August 2011, the Corporation completed the sale of its interests in the Snorre Field (Hess 1%), offshore 
Norway and the Cook Field (Hess 28%) in the United Kingdom North Sea for cash proceeds of $131 million, 
after post-closing adjustments. These disposals resulted in non-taxable gains totaling $103 million. These assets 
were producing at a combined net rate of approximately 2,500 boepd at the time of sale. The total combined net 
book value of the disposed assets prior to the sale was $28 million, including allocated goodwill of $11 million. 


2010: In December, the Corporation acquired approximately 167,000 net acres in the Bakken oil shale 
play (Bakken) in North Dakota from TRZ Energy, LLC for $1,075 million in cash. In December, the Corporation 
also completed the acquisition of American Oil & Gas Inc. (American Oil & Gas) for approximately 
$675 million through the issuance of approximately 8.6 million shares of the Corporation’s common stock, 
which increased the Corporation’s acreage position in the Bakken by approximately 85,000 net acres. The 
properties acquired are located near the Corporation’s existing acreage. These acquisitions strengthen the 
Corporation’s acreage position in the Bakken, leverage existing capabilities and infrastructure and are expected 
to contribute to future reserve and production growth. Both of these transactions were accounted for as business 
combinations and the majority of the fair value of the assets acquired was assigned to unproved properties. The 
total goodwill recorded on these transactions was $332 million after final post-closing adjustments. 


In September, the Corporation completed the exchange of its interests in Gabon and the Clair Field in the 
United Kingdom for additional interests of 28% and 25%, respectively, in the Valhall and Hod fields offshore 
Norway. This non-monetary exchange was accounted for as a business combination and was recorded at fair 
value. The transaction resulted in a pre-tax gain of $1,150 million ($1,072 million after income taxes). The total 
combined carrying amount of the disposed assets prior to the exchange was $702 million, including goodwill of 
$65 million. The Corporation also acquired, from a different third party, additional interests of 8% and 13% in 
the Valhall and Hod fields, respectively, for $507 million in cash. This acquisition was accounted for as a 
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business combination. As a result of both of these transactions, the Corporation’s total interests in the Valhall and 
Hod fields are 64% and 63%, respectively. The primary reason for these transactions was to acquire long-lived 
crude oil reserves and future production growth. The following table summarizes the fair value of the assets 
acquired and liabilities assumed in 2010 and adjusted for final post-closing adjustments in both of these 
transactions: 


Exchange Acquisition Total 
(Millions of dollars) 

Property, plant and equipment ................. 000 e eee $2,020 $ 570 $2,590 
Good Wi « osb doa beh baa hak ie aid tabetha eed 688 219 907 
CUNTENT ASSCUS? 2 6c52 4 odie See thee Dh deaths ah de wale ck helbp cats 155 23 178 

Total assets acquired ...... 0... 0. cee eee eee eee 2,863 812 3,675 
Current labilttiés: -¢sc0d28 cacoacangas sate stad geese s (135) (32) (167) 
Deferred tax liabilities 2.2... .... 0.0... c ccc eee (688) (219) (907) 
Asset retirement obligations ............0 0.0.0 eee eee eee (188) (54) (242) 

Net assets acquired .... 0.0.0... cee ccc eee $1,852 $ 507 $2,359 


For all 2010 acquisitions and the exchange described above, the assets acquired and liabilities assumed are 
recorded at fair value. The estimated fair value of the property, plant and equipment acquired in the transactions 
described above was primarily based on an income approach. The significant inputs used in this Level 3 fair 
value measurement include assumed future production and capital based on anticipated development plans, 
commodity prices, costs and a risk-adjusted discount rate. The goodwill recorded equals the deferred tax liability 
recognized for the differences in book and tax bases of the assets acquired. The goodwill is not expected to be 
deductible for income tax purposes. 


In January, the Corporation completed the sale of its interest in the Jambi Merang natural gas development 
project in Indonesia (Hess 25%) for cash proceeds of $183 million. The transaction resulted in a gain of 
$58 million, after deducting the net book value of assets including goodwill of $7 million. 


2009: The Corporation acquired for $74 million a 50% interest in Blocks PM301 and PM302 in Malaysia, 
which are adjacent to Block A-18 of the Joint Development Area of Malaysia/Thailand (JDA) and contain an 
extension of the Bumi Field. The Corporation also acquired 37 previously leased retail gasoline stations, 
primarily through the assumption of $65 million of fixed-rate notes. 


3. Libyan Operations 


In response to civil unrest in Libya, a number of measures were taken by the international community in the 
first quarter of 2011, including the imposition of economic sanctions. Production at the Waha Field was 
suspended in the first quarter of 2011. As a consequence of the civil unrest and the sanctions, the Corporation 
delivered force majeure notices to the Libyan government relating to the agreements covering its exploration and 
production interests in order to protect its rights while it was temporarily prevented from fulfilling its obligations 
and benefiting from the rights granted by those agreements. Production at the Waha Field restarted during the 
fourth quarter of 2011 at levels that were significantly lower than those prior to the civil unrest. The 
Corporation’s Libyan production averaged 23,000 barrels of oil equivalent per day (boepd) for the full year of 
2010 and 4,000 boepd for 2011. The force majeure covering the Corporation’s production interests was 
withdrawn at the end of the fourth quarter of 2011, as the economic sanctions were lifted. The force majeure 
covering the Corporation’s offshore exploration interests remained in place at year-end but is expected to be 
withdrawn in 2012. The Corporation had proved reserves of 166 million barrels of oil equivalent in Libya at 
December 31, 2011. At December 31, 2011, the net book value of the Corporation’s exploration and production 
assets in Libya was approximately $500 million. 
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4. Inventories 


Inventories at December 31 were as follows: 


2011 2010 

(Millions of dollars) 

Crude oil and other charge stocks 1... 0... 0... eee eee eee $ 451 $ 496 
Refined petroleum products and natural gas ......... 0.0.00... 0002 1,762 1,528 
Less: LIFO adjustment s:s.gc-:scecdscidicenieeed de eed Wee ae Ce eh Bee ee (1,276) (995) 
937 1,029 

Merchandise, materials and supplies .......... 0.0.0... cece eee ee eee 486 423 
Total inventories: 44, o.sa ea vied th pede oni oder de Sines dea $1,423 $1,452 


The percentage of LIFO inventory to total crude oil, refined petroleum products and natural gas inventories 
was 72% and 65% at December 31, 2011 and 2010, respectively. 


5. HOVENSA L.L.C. Joint Venture 


The Corporation has a 50% interest in HOVENSA L.L.C. (HOVENSA), a joint venture with a subsidiary of 
Petroleos de Venezuela, S.A. (PDVSA), which owns a refinery in the U.S. Virgin Islands. The Corporation’s 
investment in HOVENSA is accounted for using the equity method. In accordance with Rule 3-09 of Regulation 
S-X, the Corporation has filed the audited financial statements for HOVENSA in this report on Form 10-K. 
Summarized financial information for HOVENSA as of December 31 and for the years then ended follows: 


2011 2010 2009 
(Millions of dollars) 
Summarized Balance Sheet, at December 31 
Cash and cash equivalents 


Other CuUIMENt ASSES: List el oe eee dake db hed as 329 668 580 
Nettixed assets. .2c sia diate btadoge teed taveeadesed ee —_ 1,987 2,080 
UCT ASSES: ie ce kn Sea tee oe es OG Eee ee Pe 10 27 33 
Current liabilities, including member support ............. (1,858) (1,001) (953) 
Long-term: debt: once sodewa et som oeseuteew daa eels —_—* (706) (356) 
Deferred liabilities and credits ................0 0000000 (115) (135) (137) 
Members” equity isc. nas ete sta tee cede eee ede $ (1,592) $ 885 $ 1,325 
Carrying value of Hess Corporation’s equity investment ..  $ — $ 158 $ 681 
Summarized Income Statement, for the years ended 
December 31 
DANS ohare tesicen ab let alata: Auuatans scat cetas-prapinaeseaaparandeens tees aoe $ 13,126 $ 12,258 $ 10,048 
Costs anid €xpenses! 222 cdudsaitussdben die aeeadus (15,613) (12,696) (10,499) 
Net income (OSS) 2.0.5. eee eee eee ne neee $ (2,487) $ (438) $ (451) 
Hess Corporation’s income (loss) from equity investment 
in HOVENSA LLG... ja c¢ 2.50 neh te .seerade deine $ (1,073)** $ (522)** $ (229) 


Long-term debt of $356 million was classified as a current liability, resulting from HOVENSA’S tender offer in January 2012 to 
repurchase the debt. 


The Corporation’s share of HOVENSA’s 2011 loss excludes $300 million previously recorded in 2010 for the partial impairment of the 
Corporation’s investment. 
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In 2011, HOVENSA experienced continued substantial operating losses due to global economic conditions 
and competitive disadvantages versus other refiners, despite efforts to improve operating performance by 
reducing refining capacity to 350,000 from 500,000 barrels per day in the first half of the year. Operating losses 
were also projected to continue. In January 2012, HOVENSA announced a decision to shut down its refinery and 
operate the complex as an oil storage terminal. As a result of these developments, HOVENSA prepared an 
impairment analysis as of December 31, 2011, which concluded that undiscounted future cash flows would not 
recover the carrying value of its long-lived assets, and recorded an impairment charge and other charges related 
to the decision to shut down the refinery. For 2011, the Corporation recorded a total of $1,073 million of losses 
from its equity investment in HOVENSA. These pre-tax losses included $875 million ($525 million after income 
taxes) due to the impairment recorded by HOVENSA and other charges associated with its decision to shut down 
the refinery. The Corporation’s share of the impairment related losses recorded by HOVENSA represents an 
amount equivalent to the Corporation’s financial support to HOVENSA at December 31, 2011, its planned future 
funding commitments for costs related to the refinery shutdown, and a charge of $135 million for the write-off of 
related assets held by the subsidiary which owns the Corporation’s investment in HOVENSA. At December 31, 
2011, the Corporation has a liability of $487 million for its planned funding commitments, which is expected to 
be incurred in 2012. A deferred income tax benefit of $350 million, consisting primarily of U.S. income taxes, 
has been recorded on the Corporation’s share of HOVENSA’s impairment and refinery shutdown related 
charges. 


In December 2010, the Corporation recorded an impairment charge of $300 million before income taxes 
($289 million after income taxes) to reduce the carrying value of its equity investment in HOVENSA to its fair 
value, which was recorded in Income (loss) from equity investment in HOVENSA L.L.C. The investment had 
been adversely affected by consecutive annual operating losses resulting from continued weak refining margins 
and refinery utilization and a fourth quarter 2010 debt rating downgrade. As a result of a strategic assessment in 
2010, HOVENSA decided to lower crude oil refining capacity to 350,000 from 500,000 barrels per day in 2011. 
The Corporation performed an impairment analysis and concluded that its investment had experienced an other 
than temporary decline in value. The fair value was determined based on an income approach using estimated 
refined petroleum product selling prices and volumes, related costs of product sold, capital and operating 
expenditures and a market based discount rate (a Level 3 fair value measurement). 


In February 2012, HOVENSA completed a tender offer to repurchase its outstanding tax exempt bonds at par. 


6. Property, Plant and Equipment 


Property, plant and equipment at December 31 consist of the following: 


2011 2010 
(Millions of dollars) 
Exploration and Production 
Wnproved properties 2 ae dees iheee lesa deeewel wees pale ree arees alhw se $ 4,064 $ 3,796 
Proved properties 2 .nc--gvecie deci bh ribse eet bo eiiw heeiirentin gedddes 3,975 3,496 
Wells, equipment and related facilities .......... 0.00.0... 00 000000000. 29,239 26,064 
37,278 33,356 
Marketing, Refining and Corporate ........ 0.0.0.0... cece eee 2,432 2,347 
Total Al COSt: jcc ieee. ae ceels Gectiseais this edisarshace lee ded ae dots Menthe et Seis se uataen 39,710 35,703 
Less: reserves for depreciation, depletion, amortization and lease 
PEOPAMOME: 2 yea eee S das rde wi cce ec boas tan, aed laeabblolae eaguelaeag. Guboeca star aaeg boda 14,998 14,576 
Property, plant and equipment — net ........... 200.00. e eee eee eee $24,712 $21,127 
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In the fourth quarter of 2011, the Corporation agreed to sell its interests in the Snohvit Field in Norway 
(Hess 3%) for approximately $135 million, after normal closing adjustments. At December 31, 2011, the 
Corporation classified this property and another property as assets held for sale. At December 31, 2011, the total 
carrying amount of these assets of $764 million was reported in Other current assets, including goodwill of $62 
million. In addition, related asset retirement obligations and deferred income taxes totaling $556 million were 
reported in Accrued liabilities. In accordance with GAAP, properties classified as held for sale are not 
depreciated but are subject to impairment testing. 


The following table discloses the amount of capitalized exploratory well costs pending determination of 
proved reserves at December 31, and the changes therein during the respective years: 


2011 2010 2009 
(Millions of dollars) 
Beginning balance at January |... 1... eee ee $1,783 $1,437 $1,094 
Additions to capitalized exploratory well costs pending the 
determination of proved reserves ................ 00000000005 512 675 433 
Reclassifications to wells, facilities, and equipment based on the 
determination of proved reserves ......... 0.0.0 cece eee eee (171) (87) (16) 
Capitalized exploratory well costs charged to expense ............ (90) (110) (74) 
DiSpOSitiOns:- 2 .34i0 546.0 ee Aa eee heirs ees (12) (132) — 
Ending balance at December 31 ...........0.. 00000. e eee eee eee $2,022 $1,783 $1,437 
Number of wells at end of year .... 0... 0.2 eee eee eee ee 59 77 53 


The preceding table excludes exploratory dry hole costs of $348 million, $127 million and $193 million in 
2011, 2010 and 2009, respectively, which were incurred and subsequently expensed in the same year. In 2011, 
capitalized well costs reclassified based on the determination of proved reserves primarily related to the Tubular 
Bells project in the deepwater Gulf of Mexico, which was sanctioned during the year. 


At December 31, 2011, exploratory drilling costs capitalized in excess of one year past completion of 
drilling were incurred as follows (in millions of dollars): 


ZOU! 232734 Hack ie wes Seed ek SE a et ete Seba hee hake 8a RAE See e OSes $ 423 
DOOD: ss g.detica Boake die oe Ant aeeeteetdaa eos dre eatin Soc ante aag eS Semen eaae Board Apaure SE east 448 
2008. 5.2 deb ned Maa ate Ramee Mae eee ape Bet y ale eked ch ee See deh ter ae 392 
LOO]: oi rites eetiaoccet moet bist tameeee ale eee bee eeoemeur he bee 72 
2006) 45.2030 nh Hee Ree ee PRE A EE s e Vite eb RSs HARRI oe eh R YEE Bae pee 168 

$1,503 


The capitalized well costs in excess of one year relate to 11 projects. Approximately 43% of the capitalized 
well costs in excess of one year relates to the Pony prospect in the deepwater Gulf of Mexico. The Corporation 
has signed a non-binding agreement with the owners of the adjacent Knotty Head prospect on Green Canyon 
Block 512 that outlines a proposal to jointly develop the field. Negotiation of a joint operating agreement, 
including working interest percentages for the partners, and planning for the field development are progressing. 
The project is now targeted for sanction in 2013. Approximately 30% relates to Block WA-390-P, offshore 
Western Australia, where further drilling and other appraisal and commercial activities are ongoing. 
Approximately 18% relates to Area 54, offshore Libya, where force majeure was declared in 2011 following the 
civil unrest in Libya, see Note 3, Libyan Operations in the notes to the Consolidated Financial Statements. The 
Corporation expects the force majeure to be lifted in 2012 and commercial negotiations with the Libyan 
government to resume. The remainder of the capitalized well costs in excess of one year relates to projects where 
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further drilling is planned or development planning and other assessment activities are ongoing to determine the 
economic and operating viability of the projects. 


7. Goodwill 
The changes in the carrying amount of goodwill are as follows: 
2011 2010 
(Millions of dollars) 
Beginning balance at January 1... 1... eee $2,408 $1,225 
ACQUISINONS <2 ccaea pee wb eee Sek ee eee eee EHR ue eas Seen eS ea aed —_ 1299 
Dispositions and other .. 0.0... eect eee ene eee (103) (72) 
Ending balance at December 31 ......... 0... cee eee $2,305 $2,408 


8. Asset Impairments 


During 2011, the Corporation recorded impairment charges of $358 million ($140 million after income 
taxes) related to increases in the Corporation’s estimated abandonment liabilities primarily for non-producing 
properties which resulted in the book value of the properties exceeding their fair value. See also Note 9, Asset 
Retirement Obligations in the notes to the Consolidated Financial Statements. The Corporation’s estimated fair 
values for these properties were determined using a valuation approach based on market related data which is a 
Level 3 fair value measurement. 


During 2010, the Corporation recorded a charge of $532 million ($334 million after income taxes) to fully 
impair the carrying value of its 55% interest in the West Mediterranean Block 1 concession (West Med Block), 
located offshore Egypt. This interest was acquired in 2006 and included four natural gas discoveries and 
additional exploration prospects. The Corporation and its partners subsequently explored and further evaluated 
the area, made a fifth discovery, conducted development planning, and held negotiations with the Egyptian 
authorities to amend the existing gas sales agreement. In September 2010, the Corporation and its partners 
notified the Egyptian authorities of their decision to cease exploration activities on the block and to relinquish a 
significant portion of the block. As a result, the Corporation fully impaired the carrying value of its interest in the 
West Med Block. The Corporation’s estimated fair value of the West Med Block was determined using a 
valuation approach based on market related data (Level 3 fair value measurement). 


During 2009, the Corporation recorded total asset impairment charges of $54 million ($26 million after 
income taxes) to reduce the carrying value of two short-lived fields in the United Kingdom North Sea. 
9. Asset Retirement Obligations 


The following table describes changes to the Corporation’s asset retirement obligations: 


2011 2010 

(Millions of dollars) 

Asset retirement obligations at January 1 ........ 0... eee ee $1,358 $1,297 
Liabilttiesmeuired? 2. ccsnos suede pane eeen sagen aah pa bee Bee aes 25 255 
Liabilities settled or disposed Of ... 0.0... cece eee nee (334) (282) 
ACCTEHOM EXPENSE: t.2:5.4. pec seein taint odembee Od aes Pedeas keen ad 96 78 
Revisions of estimated liabilities 2... 0.0.0.0... ccc eee 947 (6) 
Foreign: currency translation 5.66 c sess tear meee ee ocak ee eens Sue wks (21) 16 
Asset retirement obligations at December 31 ................... 0000200005. 2,071 1,358 
Less: current Obs ations: ¢ oc s aes eednyeeendse Ae babes dened 227 155 
Long-term obligations at December 31 ............ 00.00.00 0c e eee eee $1,844 $1,203 
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In 2011, the revisions of estimated liabilities reflect an increase in well abandonment obligations resulting 
from enhanced cement seal verification procedures, changes in scope and timing due to updated work programs 
and higher service and equipment costs. In 2010, liabilities incurred mostly related to the acquisition of 


additional interests in the Valhall and Hod fields. Liabilities settled or disposed of primarily relate to assets held 
for sale and dispositions. 


10. Long-term Debt 


Long-term debt at December 31 consists of the following: 


2011 2010 
(Millions of dollars) 
Asset-backed credit facility, weighted average rate 0.8% .............0.0 00005. $ 350 $ — 
Short-term credit facility, rate 1.2% 2.0... cee eee 100 —_— 
Fixed-rate public notes: 
FO To AUS! 2OTA, escrlatte et nah te iistace os stiar cedsva is Sane aheansnaniinsice da aceasta. te nanaboeacte 250 250 
81% due: 2019) 2 cee ce ges Bos edate db eee} lat dasee thas oa dae et eed 998 997 
Fe DTG DUS 2029 aie .st5 ah tag Sie she Sei Soa an ehbold eater g, ded aoe, lected Ging tae Soaks, Ohne eae tas 695 695 
F370 W06:2031 sii weal wh oes hd eens tea doe wedn ten cede ee 746 746 
MATa se! 203 3. i actenta ett inthe, occa a -coacetehacetdaracnetagrp Weauinatieat seen ga cacteacslan etc heteeaeanbste 598 598 
6:09% die: 2040) wacegicgheiclbasehdentethies Me biadeletosdewiahedes tbe 744 744 
526%:due 2041 2s sag atewn eens oa aide Cn te alg Wed eee Reena dos Sind ewes 1,242 = 1,241 
Total fixed-rate public notes... 2.2.0.0... cect eee ene es 5,273 5,271 
Other fixed-rate notes, weighted average rate 8.3%, due through 2023 ........... 112 133 
Project lease financing, weighted average rate 5.1%, due through 2014 ........... 90 102 
Pollution control revenue bonds, weighted average rate 5.9%, due through 2034 ... 53 53 
Fair value adjustments — interest rate hedging ................. 0.000.000.0048. 53 8 
Other debt. 6.sikiee sda ae aul bhcid ak dsiedean hes el aed ans Sara Bea Sa. a Saced ete auasiaetaaoalete 9 2 
6,040 = 5,569 
Less: current Maturitles: j.24 44 si dics Shwe s ate eens tana Seedeadew ates enue 35 32 
MOtaL: cs eedestacctaldee cals apesen ceataes Gi share seepshatacalaieie: fans Mane nei pie enstanes © sae tneebPieslauce obi $6,005 $5,537 


In April 2011, the Corporation entered into a new $4 billion syndicated revolving credit facility that matures in 
April 2016. This facility, which replaced a $3 billion facility that was scheduled to mature in May 2012, can be used 
for borrowings and letters of credit. Borrowings on the facility bear interest at 1.25% above the London Interbank 
Offered Rate. A facility fee of 0.25% per annum is also payable on the amount of the facility. The interest rate and 
facility fee are subject to adjustment if the Corporation’s credit rating changes. The covenants that establish 
restrictions on the amount of total borrowings and secured debt are consistent with the previous facility. 


The Corporation has a 364-day asset-backed credit facility securitized by certain accounts receivable from its 
Marketing and Refining operations. Under the terms of this financing arrangement, the Corporation has the ability 
to borrow or issue letters of credit of up to $1 billion, subject to the availability of sufficient levels of eligible 
receivables. At December 31, 2011, outstanding borrowings under this facility of $350 million were collateralized 
by a total of $947 million of accounts receivable, which are held by a wholly-owned subsidiary. These receivables 
are only available to pay the general obligations of the Corporation after satisfaction of the outstanding obligations 
under the asset-backed facility. At December 31, 2011, the Corporation classified $350 million of borrowings under 
the asset-backed credit facility and $100 million of borrowings under a short-term credit facility as long-term debt, 
based on the available capacity under the $4 billion syndicated revolving credit facility. 
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In August 2010, the Corporation issued $1,250 million of 30-year fixed-rate public notes with a coupon of 
5.6% scheduled to mature in 2041. The proceeds were used to purchase additional acreage in the Bakken and 
additional interests in the Valhall and Hod fields. 


At December 31, 2011, the Corporation’s fixed-rate public notes have a principal amount of $5,300 million 
($5,273 million net of unamortized discount). Interest rates on the outstanding fixed-rate public notes have a 
weighted average rate of 6.9%. 


The aggregate long-term debt maturing during the next five years is as follows (in millions of dollars): 
2012 — $35; 2013 — $37; 2014 — $349; 2015 — $4 and 2016 — $455. 


The Corporation’s long-term debt agreements contain a financial covenant that restricts the amount of total 
borrowings and secured debt. At December 31, 2011, the Corporation is permitted to borrow up to an additional 
$24.9 billion for the construction or acquisition of assets. The Corporation has the ability to borrow up to an 
additional $4.5 billion of secured debt at December 31, 2011. 


Outstanding letters of credit at December 31 were as follows: 


2011 2010 
(Millions of dollars) 
Revolving credit facility .. 0... 0... eect ete eee eees $ 173 $ — 
Asset-backed credit facility 0... .o0c0 nahn ce eee bee ee de cba ead eee ns —_— 400 
Committed INGS*® 2 ceecae seh Qed San Rlaw deeded es ee REA ee aed 1,063 1,161 
Uncommitted He ® 1. gcc an 5s Agee aoe been eh ae Ae es oes 462 521 
MDOUAL, Na foe toe eee ayanahes se Ata wate eeee th aio th wba Deeg bs Gatcem ae eral as eet $1,698 $2,082 


* Committed and uncommitted lines have expiration dates through 2014. 


Of the total letters of credit outstanding at December 31, 2011, $67 million relates to contingent liabilities 
and the remaining $1,631 million relates to liabilities recorded in the Consolidated Balance Sheet. 


The total amount of interest paid (net of amounts capitalized) was $383 million, $319 million and $335 
million in 2011, 2010 and 2009, respectively. The Corporation capitalized interest of $13 million, $5 million and 
$6 million in 2011, 2010 and 2009, respectively. 


11. Share-based Compensation 


The Corporation awards restricted common stock and stock options under its 2008 Long-term Incentive 
Plan. Generally, stock options vest in one to three years from the date of grant, have a 10-year term, and the 
exercise price equals or exceeds the market price on the date of grant. Outstanding restricted common stock 
generally vests in three years from the date of grant. 


Share-based compensation expense consists of the following: 


Before Income Taxes After Income Taxes 
2011 2010 2009 2011 2010 2009 
“(Millions of dollars) 
Stock options .. 06... eee cee eee eee $51 $52 $58 $31 $32 §$ 36 
Restricted Stock 2isi.0. co, ekaieie 8 8G weld o oekids 53 60 70 32 37 44 
Total. tadorsas 4.8 ee Ob 54 vad bh ee ES $104 $112 $128 $63 $69 §$ 80 


Based on restricted stock and stock option awards outstanding at December 31, 2011, unearned 
compensation expense, before income taxes, will be recognized in future years as follows (in millions of dollars): 
2012 — $71, 2013 — $43 and 2014 — $4. 
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The Corporation’s stock option and restricted stock activity consisted of the following: 


Stock Options Restricted Stock 
Weighted- Shares of Weighted- 
Average Restricted Average 
Exercise Price Common Price on Date 
Options per Share Stock of Grant 

(Thousands) ———~*~C*«‘ rows) 

Outstanding at January 1, 2009 ...................04. 9,700 $ 52.73 3,161 $ 64.78 

HATED, oie shite SR wed Se ene Saad de eed aes 3,135 56.44 1,056 56.27 

TEMORCISCG 5.53 ncp.2 avs tay euccants hata cdekl ehaaesd. Gna need iaeeacday anecssadd (416) 38.85 — as 

VeSted x ge bud Soe da cee acd St Se bedded es — — (893) 50.13 

OTC > 055. eeccceleaghsacatsy see daw Gag Sie a hed ech adeceges (317) 65.68 (376) 66.11 

Outstanding at December 31, 2009 ................... 12,102 53.83 2,948 66.00 

AGAMMC A, cdr a cence hae bc bohve teas dete ae teed eosotet Gadeapmeresaleecaed 2,792 60.12 952 60.04 

EXCICIS€d sc. nrgccbt Ohh hene ie eae 2h Sen whee ed (1,080) 42.37 — — 

a CTS) 6 Let Se a OE Re ee ee — — (880) 55.42 

Forterted: «2.2.6 .nt ease tae ede eed aes (394) 65.04 (182) 65.56 

Outstanding at December 31, 2010 ................... 13,420 55.73 2,838 67.32 

Granted ecoe0 cece ade A bow a ee dean 2,227 82.92 742 82.99 

EXCICISEO epee hice nck ie ak Mtoe he Wan 2S Rd ee a as (1,716) 41.40 — — 

Vested ss odes oted bia Gab ae eae d teed a Suwa ds — —_— (970) 84.81 

FOrteited): pcm 2 tee Sre ea. eSeortane te eed Bic hie ede (361) 67.64 (163) 63.71 

Outstanding at December 31, 2011 ................... 13,570 61.68 2,447 65.38 
Exercisable at December 31, 2009 ................... 6,636 $ 46.11 
Exercisable at December 31, 2010 ................... 8,079 51.73 
Exercisable at December 31, 2011 ................... 8,841 57.37 


The table below summarizes information regarding the outstanding and exercisable stock options as of 
December 31, 2011: 


Range of 
Exercise Prices 


$20.00 — $40.00 
$40.01 — $50.00 
$50.01 — $60.00 
$60.01 — $80.00 
$80.01 — $120.00 


Outstanding Options 
Weighted- 
Average Weighted- 
Remaining Average 
Contractual Exercise Price 
Options Life per Share Options 
(Thousands) (Years) (Thousands) 
ee ee eee eee 1,098 3 $ 27.52 1,098 
g cdcasaeiceeoenehacectcerscact tee edeasars 1,520 4 49.25 1,520 
IMO ad ese ar ea keds teen 4,304 6 55.17 3,348 
Meee taaee others uel does eeeceeeee coe 2,584 8 60.57 839 
sededv-c jestavmeadete cates Sand meee 4,064 8 83.18 2,036 
13,570 7 61.68 8,841 


Exercisable Options 


Weighted- 
Average 


$ 


Exercise Price 
per Share 


27.52 
49.25 
54.77 
60.63 
82.48 


Do 


The intrinsic value (or the amount by which the market price of the Corporation’s common stock exceeds 
the exercise price of an option) at December 31, 2011 totaled $51 million for both outstanding options and 
exercisable options. At December 31, 2011, the weighted average remaining term of exercisable options was five 


years. 
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The Corporation uses the Black-Scholes model to estimate the fair value of employee stock options. The 
following weighted average assumptions were utilized for stock options awarded: 


2011 2010 2009 
Risk free interest rate: i040 6056 essa e sha eee ea ee ee eee dieie 1.81% 2.14% 1.80% 
Stock price VOlawItY: cies eek sebe ggGie Sab se soda e Siasalact oo) alae areata ga racey 395 390 390 
Dividend yield) uu ¢cc0c0 bap eeeladsec den tethies ieddudniadesd 49% .67% .70% 
Expected. life Im Years: sis. oe fo pane eieg ee sibs Gdals ale erg dey Seas ace 4.5 4.5 4.5 
Weighted average fair value per option granted ................... $27.98 $20.18 $18.47 


The risk free interest rate is based on the expected life of the options and is obtained from published sources. 
The stock price volatility is determined from historical stock prices using the same period as the expected life of 
the options. The expected stock option life is based on historical exercise patterns. 


In May 2008, shareholders approved the 2008 Long-term Incentive Plan and in May 2010, approved an 
amendment to the 2008 Long-term Incentive Plan. The Corporation also has stock options outstanding under a 
former plan. At December 31, 2011, the number of common shares reserved for issuance under the 2008 Long- 
term Incentive Plan, as amended, is as follows (in thousands): 


Total common shares reserved for issuance ......... 0.0. cee eee ee eee 16,006 
Less: stock options outstanding... 666s seen eee eee bbe eae Dee Ueno eee bee ee bebe’ 7,603 
Available for future awards of restricted stock and stock options .............0 002000 8,403 


12. Foreign Currency 


Foreign currency gains (losses) before income taxes recorded in the Statement of Consolidated Income 
amounted to $(29) million in 2011, $(5) million in 2010 and $20 million in 2009. Foreign currency translation 
adjustments recorded in Accumulated other comprehensive income (loss) were a reduction to stockholders’ 
equity of $84 million at December 31, 2011 and an increase to stockholders’ equity of $12 million at 
December 31, 2010. 


13. Retirement Plans 


The Corporation has funded noncontributory defined benefit pension plans for a significant portion of its 
employees. In addition, the Corporation has an unfunded supplemental pension plan covering certain employees, 
which provides incremental payments that would have been payable from the Corporation’s principal pension 
plans, were it not for limitations imposed by income tax regulations. The plans provide defined benefits based on 
years of service and final average salary. Additionally, the Corporation maintains an unfunded postretirement 
medical plan that provides health benefits to certain qualified retirees from ages 55 through 65. The measurement 
date for all retirement plans is December 31. 
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The following table summarizes the Corporation’s benefit obligations and the fair value of plan assets and 
shows the funded status of the pension and postretirement medical plans: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2011 2010 2011 2010 2011 2010 
(Millions of dollars) 
Change in benefit obligation 
Balance at January 1 2.2... ee $1,497 $1,359 $192 $188 $107 $ 84 
SEPVICe COSE ccs ene sees bo ae has He ee oe 49 41 9 8 6 5 
TteTeSt. COSt: 5.20% sect, ove ee waved kts dee aen aa aes 81 78 8 8 5 4 
Actuarial (gain) loss 2.2.0... eee eee eee 294 75 31 7 9 18 
Benefit payments: sci 65a cerca ca eee ae eos daca (51) (46) (13) (2) (2) (4) 
Plan settlements .... 0.0.0.0... ccc eee eee eee - - - (17) - - 
Foreign currency exchange rate changes ........... (4) (10) - - - - 
Balance at December 31 .................2.000- 1,866 1,497 227 192 125 107 
Change in fair value of plan assets 
Balance at January 1 ...... 0... eee eee eee 1,365 = 1,072 - - - - 
Actual return on plan assets ............0 0002 eae (3) 155 - - - - 
Employer contributions .....................000. 185 192 13 20 2 4 
Benefit payments ......... 0.0.0. cee eee ee eee (51) (46) (13) (20) (2) (4) 
Foreign currency exchange rate changes ........... (3) (8) - - - - 
Balance at December 31 ....................05. 1,493 1,365 - - - - 
Funded status (plan assets less than benefit 
obligations) at December 31 ..................04. (373) (132) (227)* (192)* (125) (107) 
Unrecognized net actuarial losses ................00. 829 460 103 83 39 32 
Net amount recognized ............. 0000 e eee eee $ 456 $ 328 $(124) $(109) $ (86) $ (75) 


* The trust established by the Corporation for the supplemental plan held assets valued at $7 million at December 31, 2011 and $21 million 
at December 31, 2010. 


Amounts recognized in the Consolidated Balance Sheet at December 31 consist of the following: 


Funded Unfunded Postretirement 
Pension Plans Pension Plan Medical Plan 
2011 2010 2011 2010 2011 2010 
(Millions of dollars) 
Accrued benefit liability .............0 0000 e cues $(373) $(132) $(227) $(192) $(125) $(107) 
Accumulated other comprehensive loss, pre-tax* ...... 829 460 103 83 39 32 
Net amount recognized ...........0 00000 e eee eee $456 $328 $124) $(109) $ (86) $ (75) 


* The after-tax reduction to equity recorded in Accumulated other comprehensive income (loss) was $631 million at December 31, 2011 and 
$385 million at December 31, 2010. 


The accumulated benefit obligation for the funded defined benefit pension plans increased to $1,703 million 
at December 31, 2011 from $1,355 million at December 31, 2010 primarily due to a reduction in the discount 
rate. The accumulated benefit obligation for the unfunded defined benefit pension plan was $202 million at 
December 31, 2011 and $176 million at December 31, 2010. 
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Components of net periodic benefit cost for funded and unfunded pension plans and the postretirement 


medical plan consisted of the following: 


Pension Plans Postretirement Medical Plan 
2011 2010 2009 2011 2010 2009 
“(Millions of dollars) 

SERVICE COSt-soaied faandadinue wae oa aes $ 58 $49 $ 40 $ 6 $5 $ 3 

INtCPEStCOSE race eect ot acd eee aes ede ie. 89 86 83 5 4 4 

Expected return on plan assets ............ (109) (86) (59) — — — 
Amortization of unrecognized net actuarial 

LOSSES): 403.3. staves Mapa eater dos ites eee 47 48 65 2 1 — 

Settlement loss ........ 0.0.0.0. 0 ee eee eee — 8 17 — — — 

Net periodic benefit cost ................. $ 85 $105 $146 $13 $10 $ 7 


The Corporation’s 2012 pension and postretirement medical expense is estimated to be approximately 


$145 million, of which approximately $85 million relates to the amortization of unrecognized net actuarial 
losses. 


The weighted average actuarial assumptions used by the Corporation’s funded and unfunded pension plans 


were as follows: 


2011 2010 2009 


Weighted average assumptions used to determine benefit obligations at 


December 31 
DISCOUNC Tale’ i0..0 nce ike bce da tia g teased ce esas 4.3% 5.3% 5.8% 
Rate of compensation increase ..... 0.0.00... eee ee eee 4.3 4.4 4.3 

Weighted average assumptions used to determine net benefit cost for years 

ended December 31 
DISCOUNE Tales ..b. 0d eeeli dw esiaha ined shaved tease cheers 5.3 5.8 6.3 
Expected return on plan assets ....... 0.0.0... c cece eee eee 75 7.5 Ci) 
Rate of compensation increase ..... 6.0.0.0... eee eee 4.4 4.3 4.4 


The actuarial assumptions used by the Corporation’s postretirement medical plan were as follows: 


2011 2010 2009 


Assumptions used to determine benefit obligations at December 31 


DISCOUNT TALE, 6.5.56 get see 5 dosh cad n Sisvdkee a ghguwiac deguavgun eee dio tale aug a ive w RLateetee eG 3.9% 4.8% 5.4% 
Initial health care trend rate... eee eee 8.0% 8.0% 8.0% 
Ultimate trend rate: «oc osc ck cee a FS ce ae ee hike waa eae eee ees 5.0% 5.0% 4.5% 
Year in which ultimate trend rate is reached..................00005 2018 2017 2013 


The assumptions used to determine net periodic benefit cost for each year were established at the end of 


each previous year while the assumptions used to determine benefit obligations were established at each year- 
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial 
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high- 
quality, fixed income debt instruments with maturities that approximate the expected payment of plan 
obligations. The overall expected return on plan assets is developed from the expected future returns for each 
asset category, weighted by the target allocation of pension assets to that asset category. 


The Corporation’s investment strategy is to maximize long-term returns at an acceptable level of risk 


through broad diversification of plan assets in a variety of asset classes. Asset classes and target allocations are 
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determined by the Corporation’s investment committee and include domestic and foreign equities, fixed income, 
and other investments, including hedge funds, real estate and private equity. Investment managers are prohibited 
from investing in securities issued by the Corporation unless indirectly held as part of an index strategy. The 
majority of plan assets are highly liquid, providing ample liquidity for benefit payment requirements. The current 
target allocations for plan assets are 50% equity securities, 25% fixed income securities (including cash and 
short-term investment funds) and 25% to all other types of investments. Asset allocations are rebalanced on a 
periodic basis throughout the year to bring assets to within an acceptable range of target levels. 


The following tables provide the fair value of the financial assets of the funded pension plans as of 
December 31, 2011 and 2010 in accordance with the fair value measurement hierarchy described in Note 1, 
Summary of Significant Accounting Policies: 


Level 1 Level 2 Level 3 Total 


(Millions of dollars) 
December 31, 2011 
Cash and short-term investment funds ................004. $ 2 §$ 28 $— $ 30 
Equities: 
U-S.equities:(GOMeStC)” .cisssiae ee gee toh Ae takes un gical 452 — — 452 
International equities (non-U.S.) .. 2... ee eee eee 50 118 — 168 
Global equities (domestic and non-U.S.) ................ 11 149 — 160 
Fixed income: 
Treasury and government issued (a) ..............-.005. _— 149 1 150 
Government related (b) ... 0... 0.0... eee eee — 12 2 14 
Mortgage-backed securities (C) ........... 0... e eee eee _— 87 —_ 87 
CORPOTAE 2.4.5. 62d 4 bh ee debate _— 96 1 97 
Other: 
Hedge finds. 9 s.gccccs sane tae hited ued Sethe — — 211 211 
Private equity DUNS 2.2.5.6. s5csiacdoaods eae iblere go dead densgaceons _— —_ 58 58 
Real estate finds: 4.23.04 -05neet Gx est oud eau didatteds 7 — 44 51 
Diversified commodities funds ............ 0.000 e eee — 15 —_— 15 
$522 $654 $317 = $1,493 
December 31, 2010 
Cash and short-term investment funds .................04. $ 5 $ 31 $— $ 36 
Equities: 
US,-equities: (domestic) oe. seacdcecelpecaca goss genes pe ead 444 — — 444 
International equities (non-U.S.) .... 2... eee eee 53 121 — 174 
Global equities (domestic and non-U.S.) ..............4. 18 140 — 158 
Fixed income: 
Treasury and government issued (a) ..............-.005. —_— 98 3 101 
Government related (b) 0.0... 0.0... cece eee — 14 3 17 
Mortgage-backed securities (C) .... 06.0... ee eee ee eee eee — 61 —_— 61 
COMPOTAS gi ence dite enwa Rew Siesta he dee es — 93 1 94 
Other: 
Hedge TundS s.o5sac dinates hoes we tka ete bade oe — —_— 187 187 
Private equity TUndS:....03.5.cc2snc4 5 peed he tGalea lees — — 40 40 
Real estate finds: 63.0.4 hows save bie eae ew eee Ss 7 — 32 39 
Diversified commodities funds ............ 00.00 c eee — 14 — 14 
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(a) Includes securities issued and guaranteed by U.S. and non-U.S. governments. 
(b) Primarily consists of securities issued by governmental agencies and municipalities. 


(c) Comprised of U.S. residential and commercial mortgage-backed securities. 


Cash and short-term investment funds consist of cash on hand and short-term investment funds. The short- 
term investment funds provide for daily investments and redemptions and are valued and carried at a $1 net asset 
value (NAV) per fund share. Cash on hand is classified as Level | and short-term investment funds are classified 
as Level 2. 


Equities consist of equity securities issued by U.S. and non-U.S. corporations as well as commingled 
investment funds that invest in equity securities. Individually held equity securities are traded actively on 
exchanges and price quotes for these shares are readily available. Individual equity securities are classified as 
Level 1. Commingled fund values reflect the NAV per fund share, derived from the quoted prices in active 
markets of the underlying securities. Equity commingled funds are classified as Level 2. 


Fixed income investments consist of securities issued by the U.S. government, non-U.S. governments, 
governmental agencies, municipalities and corporations, and agency and non-agency mortgage-backed securities. 
This investment category also includes commingled investment funds that invest in fixed income securities. 
Individual fixed income securities are generally priced on the basis of evaluated prices from independent pricing 
services. Such prices are monitored and provided by an independent, third-party custodial firm responsible for 
safekeeping plan assets. Individual fixed income securities are classified as Level 2 or 3. Commingled fund 
values reflect the NAV per fund share, derived indirectly from observable inputs or from quoted prices in less 
liquid markets of the underlying securities. Fixed income commingled funds are classified as Level 2. 


Other investments consist of exchange-traded real estate investment trust securities as well as commingled 
fund and limited partnership investments in hedge funds, private equity, real estate and diversified commodities. 
Exchange-traded securities are classified as Level 1. Commingled fund values reflect the NAV per fund share 
and are classified as Level 2 or 3. Private equity and real estate limited partnership values reflect information 
reported by the fund managers, which include inputs such as cost, operating results, discounted future cash flows, 
market based comparable data and independent appraisals from third-party sources with professional 
qualifications. Hedge funds, private equity and non-exchange-traded real estate investments are classified as 
Level 3. 


The following tables provide changes in financial assets that are measured at fair value based on Level 3 
inputs that are held by institutional funds classified as: 


Private Real 
Fixed Hedge Equity Estate 
Income* Funds Funds’ Funds _ Total 


(Millions of dollars) 

Balance:atJanuaty 1; 2010 wes swede edna weatees adhad che torres $ 8 $143 $29 $ 14 $194 
Actual return on plan assets: 

Related to assets held at December 31,2010 .................... — 6 1 1 8 

Related to assets sold during 2010 ....... 00.0.0... 00.00 .00000. 
Purchases, sales or other settlements ............ 0.0.0 cee eee eee 1 38 10 17 66 
Net transfers in (out) of Level 3 2... 0... nee (2) (2) 
Balance at December 31, 2010... 2... 2... ee eee 7 187 40 32 266 
Actual return on plan assets: 

Related to assets held at December 31,2011 .................... — (5) 9 2 6 

Related to assets sold during 2011 ...................0..0..000. — 2 — _— 2 
Purchases, sales or other settlements ............ 0.00.0 eee e eae (3) 27 9 10 43 
Net transfers in (out) of Level 3 2... 2... eee _— —_— —_— — — 
Balance at December 31, 2011 ...... 0.0.0... ccc cc ce eee $ 4 $211 $58 $ 44 $317 


* Fixed Income includes treasury and government issued, government related, mortgage-backed and corporate securities. 
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The Corporation has budgeted contributions of approximately $150 million to its funded pension plans in 
2012. 


Estimated future benefit payments by the funded and unfunded pension plans and the postretirement 
medical plan, which reflect expected future service, are as follows (in millions of dollars): 


DOM Dat. d: seca} pana uibeabe ae suede hess bldnisg gs atengse ah adc bsn aac atsbcpaabeacd cp lacle fngagte sbahanaiddet ane enerand aly glavd pabednectends $ 82 
2013) sit ree ctw thes be Ne ibe e hee CRa ea Rie hota aa eae et dade Haan od 95 
ZONA cscs. seeds is a oid. Wk 9 ace aabig acaba bcd abel da dhbaie Ba. Gugod de Stn Se Guchaed Seed AS Megha 4 Bap aka acts 95 
2OUD: 2.2.84 2348 wefan di ohdeeea ve toe Uae vata Ge te th Ra ne ee Gad ees 102 
ZOMG 5 csesiclesaicat ts Goh) cb de Seed soc poaclincd day's ebb gyi be bag ade th aS guacgcB Seco 19s eb delasahasgedae) WATE pubda, 2 addi autia beaten gas 118 
Years: 2017 10.2021. 2.0.54 ccs¢eb0¢Gcs0 saddest dated boeae Hoda ed baeewe 650 


The Corporation also contributes to several defined contribution plans for eligible employees. Employees may 
contribute a portion of their compensation to the plans and the Corporation matches a portion of the employee 
contributions. The Corporation recorded expense of $28 million in 2011 and $24 million in both 2010 and 2009 for 
contributions to these plans. 


14. Income Taxes 
The provision for (benefit from) income taxes consisted of: 


2011 2010 2009 
(Millions of dollars) 


United States Federal 


UST eh ce sce eh ia yes Ghee ae gs atte sate ees $ 202 $ 151 $ 39 
TGHCITE go scatistensrsacbsesteticgutcnetauctaem aishe pe aslaens Gasved alare micas game dy ates (588) (309) (284) 
Dlale chsh apenedaetonbie Laete ei ond ste teed ede eduad 17 46 (15) 
(369) (112) (260) 
Foreign 
CUITENE: 2 ied nee Daeahh 4b cree eed eB d seh A eee ees 1,185 1,515 1,143 
DGHCTLCG x. atic: ccctea ia ce Ms tees aude sechaesten es whee Gan sand een, peacoat harsh Bee (60) (230) (168) 
1,125 1,285 975 
Adjustment of deferred tax liability for foreign income tax rate 
Change 20 cehdeacdadeus beri ed cba bas eet bidet das 29 —_— — 
Total provision for income taxes ........... 0000 c eee eee eee $ 785 $1,173 $ 715 


* Reflects the July 2011 enactment of an increase in the United Kingdom supplementary income tax rate to 32% from 20%. 


Income (loss) before income taxes consisted of the following: 


2011 2010 2009 
(Millions of dollars) 
United: States® 25.3 fo:g 4. 8h. da aah bea ab has SSS Haan O85 See ee meeey $ 211 $ (108) $ (711) 
OPei G0" a.iu.c.52, ees oe hee ear eee one 84 Feehan eee Eee ete 2,250 3,419 2,233 
Total income before income taxeS ........ 0.0000 e eee ee eee $2,461 $3,311 $1,522 


* Includes substantially all of the Corporation’s interest expense and the results of hedging activities. 
** Foreign income includes the Corporation's Virgin Islands and other operations located outside of the United States. 
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A summary of the components of deferred tax liabilities, deferred tax assets and taxes deferred at 
December 31 follows: 


2011 2010 
(Millions of dollars) 
Deferred tax liabilities 
Property, plant and equipment ......... 00.0... 0. eee eee eee $(3,742) $(4,026) 
Other’ ..ccecticeect ioe pededi tide ethaee lead ddsee toed doindecoas (125) (52) 
Total deferred tax liabilities ~......4s0.4 .24 0842. anaes edve voueeeseda ke (3,867) (4,078) 
Deferred tax assets 
Net operating loss carryforwards ......... 0.00.0. cece eee eee 1,204 896 
Taxcredit carryforwards 4 s05s¢06 cs bee lidnnigdedasdessoobeiec nes 396 244 
Property, plant and equipment and investments .....................005. 2,217 1,852 
Investment in HOVENSA .... 0... cee eee eens 331 — 
Accrued compensation and other liabilities ..................0....00005. 508 391 
Asset retirement obligations ......... 0.0.0.0 cece eee ee nee 438 369 
COINS pre bee ees cece entdony a Soe Gat nok A cht eke ante nom a eer Ate a ethan gee et 332 302 
Total deferred tax assets 2.0... 00. c cette nee 5,426 4,054 
Valuation allowances* 2.0... 0.0... cette tenes (1,071) (444) 
Total-defermed tax: assets, Tet ss. ¢ saceicasak gocice oka a oa ewe ees 4,355 3,610 
Net deferred tax assets (liabilities) ..... 0.0.0.0... 00 cece eee $ 488 $ (468) 


* The increase in the valuation allowances from 2010 to 2011 is principally attributable to operating loss and tax credit carry forwards and 
other deductible temporary differences originating in the current year. 


At December 31, 2011, the Corporation has recognized a gross deferred tax asset related to net operating 
loss carryforwards of $1,204 million before application of the valuation allowances. The deferred tax asset is 
comprised of approximately $920 million attributable to foreign net operating losses, which begin to expire in 
2020, $90 million attributable to United States federal operating losses which begin to expire in 2020 and $194 
million attributable to losses in various states which begin to expire in 2012. At December 31, 2011, the 
Corporation has federal, state and foreign alternative minimum tax credit carryforwards of approximately 
$140 million, which can be carried forward indefinitely and approximately $1 million of other business credit 
carryforwards. Foreign tax credit carryforwards, which begin to expire in 2016, total $255 million. Included 
within Property, plant and equipment and investments in the foregoing table are taxes deferred, resulting from 
intercompany transactions eliminated in consolidation related to transfers of property, plant and equipment 
remaining within the consolidated group. 


In the Consolidated Balance Sheet at December 31, deferred tax assets and liabilities from the preceding table 
are netted by taxing jurisdiction, combined with taxes deferred on intercompany transactions, and are recorded in 
the following captions: 


2011 2010 

(Millions of dollars) 
OnE CUTTENT ASSIS! «2.205: ssi, ane we esdd pease aceite, Hed Andes add ARE dio ate erate ee $ 398 $ 386 
Deferred income taxes (long-term asset) ........... 00.0 cece cece eee eee 2,941 2,167 
Accrued Wabiites:. 6 engce cede anh Qe aH eee aS a noe ae Pet RA ee (8) (26) 
Deferred income taxes (long-term liability) .................0 00 ce eee eee (2,843) (2,995) 
Net deferred tax assets (liabilities) .... 0.0.0.0... 0... $ 488 $ (468) 
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The difference between the Corporation’s effective income tax rate and the United States statutory rate is 
reconciled below: 


2011 2010 2009 
United States statutory rate... 0... eee 35.0% 35.0% 35.0% 
Effect of foreign operations* .......... 0.0.0.0. eee eee eee (2.9) 9.4 15.2 
State income taxes, net of Federal income tax ................ 0.4 0.9 (1.2) 
Gains on asset saleS ... 0.0... cece ect eee (5.0) (10.4) — 
Effect of equity loss and operations related to HOVENSA ...... 2.8 3.1 —_— 
OMSL 2 te freeads sta caters t ce) ancat od belay na) ges tanned Suaseeingy ates bag deatatensitace 1.6 (2.6) (2.0) 


NOt, 2.4.45 2s as mie bts es Boe ood Se ee eae oa ae 31.9% 35.4% 47.0% 


* The decrease in the effective income tax rate in 2011 compared with 2010 attributable to the effect of foreign operations relates to a change 
in the proportion of income earned among foreign jurisdictions, with the suspension of Libyan operations providing the highest impact. 


Below is a reconciliation of the beginning and ending amount of unrecognized tax benefits: 


2011 2010 
(Millions of dollars) 
Balance-at January | iwiscccte inset edd toed ad ence wiviaes $400 $271 
Additions based on tax positions taken in the current year ........... 62 152 
Additions based on tax positions of prior years ................00.. 20 57 
Reductions based on tax positions of prior years ..............-000- (8) (2) 
Reductions due to settlements with taxing authorities ............... (59) (77) 
Reductions due to lapse of statutes of limitation ................... — (1) 
Balance-at December 30) icy oe hace eed ite beh EE aden $415 $400 


At December 31, 2011, the unrecognized tax benefits include $331 million, which if recognized, would 
affect the Corporation’s effective income tax rate. Over the next 12 months, it is reasonably possible that the total 
amount of unrecognized tax benefits could decrease by $30 to $40 million due to settlements with taxing 
authorities and lapsing of statutes of limitation. The Corporation had accrued interest and penalties related to 
unrecognized tax benefits of approximately $42 million as of December 31, 2011 and approximately $16 million 
as of December 31, 2010. 


The Corporation has not recognized deferred income taxes for that portion of undistributed earnings of 
foreign subsidiaries expected to be indefinitely reinvested in foreign operations. The Corporation had 
undistributed earnings from foreign subsidiaries expected to be indefinitely reinvested in foreign operations of 
approximately $5.2 billion at December 31, 2011. If these earnings were not indefinitely reinvested, a deferred 
tax liability of approximately $1.8 billion would be recognized, not accounting for the potential utilization of 
foreign tax credits in the United States. 


The Corporation and its subsidiaries file income tax returns in the United States and various foreign 
jurisdictions. The Corporation is no longer subject to examinations by income tax authorities in most 
jurisdictions for years prior to 2005. 


Income taxes paid (net of refunds) in 2011, 2010 and 2009 amounted to $1,384 million, $1,450 million and 
$1,177 million, respectively. 
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15. Outstanding and Weighted Average Common Shares 


The following table provides the changes in the Corporation’s outstanding common shares: 


2011 2010 2009 
(Thousands of shares) 
Balance at January 1 «1... eee 337,681 327,229 326,133 
Issued for an acquisition*® ........ 0... 0. eee eee eee eee ee — 8,602 — 
Activity related to restricted common stock awards, net ...... 579 7710 680 
Employee stock options .......... 0.0.0.2 c eee eee eee 1,716 1,080 416 


Balance at December 31 ......... 0.0.0... cee eens 339,976 337,681 327,229 


* See Note 2, Acquisitions and Dispositions in the notes to the Consolidated Financial Statements. 


The weighted average number of common shares used in the basic and diluted earnings per share 
computations for each year is summarized below: 


2011 2010 2009 
(Thousands of shares) 
Common shares — basic... 2.0.0... cee ee ees 336,901 325,999 323,890 
Effect of dilutive securities 
SLOCK OPUONS: 2105 shee kta naka gee Ualgde edgy eeub ee baud 1,617 829 836 
Restricted common stock ........ 0.0.0: eee eee 1,380 1,449 1,239 


Common shares — diluted ......... 0.0... ccc cece eee eens 339,898 328,277 325,965 


The calculation of weighted average common shares excludes the effect of 3,490,000, 5,157,000 and 
4,050,000 out-of-the-money stock options for 2011, 2010 and 2009, respectively. Cash dividends on common 
stock totaled $0.40 per share ($0.10 per quarter) during 2011, 2010 and 2009. 


16. Leased Assets 


The Corporation and certain of its subsidiaries lease gasoline stations, drilling rigs, tankers, office space and 
other assets for varying periods under contractual obligations accounted for as operating leases. Certain operating 
leases provide an option to purchase the related property at fixed prices. At December 31, 2011, future minimum 
rental payments applicable to non-cancelable operating leases with remaining terms of one year or more (other 
than oil and gas property leases) are as follows (in millions of dollars): 


DOWD: 68 5dr tt SERN Leek eee iting eters ented ote mae Poa hee us beth wetter $ 531 
2OUS! give bunks VERRAN Oh as Bede ae Eeh Gated a eeea ROSS Sees pee eee a Eee he 672 
AON, Git gt Rte eed ties ete wee bobs Baadw cus SEO eee wee HNO a ee me eee ay 523 
2019. 4 vetoes tae nedl one alee Poked bh eeeGhad. eee pie a Moe Aue ee Mgt been Bee 199 
2ONG: 54,4 52.502 Soda whe da entices ietes bh She beet Saeser isk oie) bth boosie 121 
Remaining years: s ventii 128 v ceded dane ped ded hes Geeks Aedes bie kee nS Bee Ee aaa 1,164 
Total:minimum lease payments... ge. ede gee te eee pee eee ene ee ee eal 3,210 
Less: income from subleases: ..5.2:.i.0 40 soe00-5 400044 ise dwe dee obedient eee ate 47 
Net minimum lease payments ......... 0.0... $3,163 


Operating lease expenses for drilling rigs used to drill development wells and successful exploration wells 
are capitalized. 
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Rental expense was as follows: 


2011 2010 2009 


(Millions of dollars) 
Motal Tentalexpenser 5 sco ac sesds-sssy sae scdeds Web Sacha tlaacdavara basses Rlbinelanacooele Ae Aube $348 $273 $266 
Less: income from subleases ......... 0.00.00 ccc cee eee eee 12 13 11 
Netrental expense: 44 2.540¢4.06 decane oa eee + BAER ARES esa ee $336 $260 $255 


17. Risk Management and Trading Activities 


In the normal course of its business, the Corporation is exposed to commodity risks related to changes in the 
prices of crude oil, natural gas, refined petroleum products and electricity, as well as to changes in interest rates 
and foreign currency values. In the disclosures that follow, risk management activities are referred to as energy 
marketing and corporate risk management activities. The Corporation also has trading operations, principally 
through a 50% voting interest in a consolidated partnership, that trades energy-related commodities, securities 
and derivatives. These activities are also exposed to commodity price risks primarily related to the prices of 
crude oil, natural gas, refined petroleum products and electricity. 


The Corporation maintains a control environment under the direction of its chief risk officer and through its 
corporate risk policy, which the Corporation’s senior management has approved. Controls include volumetric, 
term and value at risk limits. The chief risk officer must approve the use of new instruments or commodities. 
Risk limits are monitored and are reported on a daily basis to business units and senior management. The 
Corporation’s risk management department also performs independent verifications of sources of fair values and 
validations of valuation models. These controls apply to all of the Corporation’s risk management and trading 
activities, including the consolidated trading partnership. The Corporation’s treasury department is responsible 
for administering and monitoring foreign exchange and interest rate hedging programs. 


Following is a description of the Corporation’s activities that use derivatives as part of their operations and 
strategies. Derivatives include both financial instruments and forward purchase and sale contracts. Gross notional 
amounts of both long and short positions are presented in the volume tables below. These amounts include long 
and short positions that offset in closed positions and have not reached contractual maturity. Gross notional 
amounts do not quantify risk or represent assets or liabilities of the Corporation, but are used in the calculation of 
cash settlements under the contracts. 


Energy Marketing Activities: In its energy marketing activities, the Corporation sells refined petroleum 
products, natural gas and electricity principally to commercial and industrial businesses at fixed and floating 
prices for varying periods of time. Commodity contracts such as futures, forwards, swaps and options, together 
with physical assets such as storage and pipeline capacity, are used to obtain supply and reduce margin volatility 
or lower costs related to sales contracts with customers. 


The table below shows the gross volume of the Corporation’s energy marketing commodity contracts 
outstanding: 


At December 31, 

2011 2010 
Crude oil and refined petroleum products (millions of barrels) ................. 28 30 
Natural gas (millions of mcf) 1.2.0... . eect teens 2,616 2,210 
Electricity (millions of megawatt hours) ......... 00.0.0... eee eee eee 244 301 


The changes in fair value of certain energy marketing commodity contracts that are not designated as hedges 
are recognized currently in earnings. Revenues from the sales contracts are recognized in Sales and other 
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operating revenues in the Statement of Consolidated Income, while supply contract purchases and net settlements 
from financial derivatives related to these energy marketing activities are recognized in Cost of products sold in 
the Statement of Consolidated Income. Net realized and unrealized pre-tax gains on derivative contracts not 
designated as hedges amounted to $65 million in 2011, $247 million in 2010 and $102 million in 2009. 


At December 31, 2011, a portion of energy marketing commodity contracts are designated as cash flow 
hedges to hedge variability of expected future cash flows of forecasted supply transactions. The length of time 
over which the Corporation hedges exposure to variability in future cash flows is predominantly one year or less. 
For contracts outstanding at December 31, 2011, the maximum duration was approximately two years. The 
Corporation records the effective portion of changes in the fair value of cash flow hedges as a component of 
Accumulated other comprehensive income (loss) in the Consolidated Balance Sheet. Amounts recorded in 
Accumulated other comprehensive income (loss) are reclassified into Cost of products sold in the Statement of 
Consolidated Income in the same period that the hedged item is recognized in earnings. The ineffective portion 
of changes in fair value of cash flow hedges is recognized immediately in Cost of products sold. 


The after-tax deferred losses relating to energy marketing activities recorded in Accumulated other 
comprehensive income (loss) were $64 million and $147 million at December 31, 2011 and 2010, respectively. 
The Corporation estimates that a loss of approximately $44 million will be reclassified into earnings over the 
next twelve months. During 2011, 2010 and 2009, the Corporation reclassified after-tax losses from Accumulated 
other comprehensive income (loss) of $105 million, $318 million and $596 million ($172 million, $527 million 
and $955 million of pre-tax losses), respectively. The amounts of ineffectiveness were a loss of $4 million in 
2011, a gain of $2 million in 2010 and a loss of $2 million in 2009. The pre-tax amount of deferred hedge losses 
is reflected in Accounts payable and the related income tax benefits are recorded as deferred income tax assets, 
which are included in Other current assets in the Consolidated Balance Sheet. 


Corporate Risk Management: Corporate risk management activities include transactions designed to 
reduce risk in the selling prices of crude oil, refined petroleum products or natural gas produced by the 
Corporation or to reduce exposure to foreign currency or interest rate movements. Generally, futures, swaps or 
option strategies may be used to fix the forward selling price of a portion of the Corporation’s crude oil, refined 
petroleum products or natural gas production. Forward contracts may also be used to purchase certain currencies 
in which the Corporation does business with the intent of reducing exposure to foreign currency fluctuations. 
These forward contracts comprise various currencies including the British Pound and Thai Baht. Interest rate 
swaps may be used to convert interest payments on certain long-term debt from fixed to floating rates. 


The table below shows the gross volume of Corporate risk management derivative contracts outstanding: 


At December 31, 

2011 2010 
Commodity, primarily crude oil (millions of barrels) ...................0.005. 51 35 
Foreign exchange (millions of U.S. Dollars) .......... 0.0.00... 00 ee eee eee $ 900 $1,025 
Interest rate swaps (millions of U.S. Dollars) ..... 2.0... 0... e eee eee $ 895 $ 310 


During 2008, the Corporation closed Brent crude oil cash flow hedges covering 24,000 barrels per day 
through 2012, by entering into offsetting contracts with the same counterparty. As a result, the valuation of those 
contracts is no longer subject to change due to price fluctuations. The deferred hedge losses as of the date that the 
hedges were closed are being recorded in earnings as the hedged transactions occur. Hedging activities primarily 
related to closed Brent crude oil positions decreased Exploration and Production Sales and other operating 
revenues by $517 million in 2011 and $533 million in both 2010 and 2009 ($327 million, $338 million and $337 
million after-taxes, respectively). 


During the fourth quarter of 2011, the Corporation entered into Brent crude oil hedges using fixed-price 
swap contracts to hedge the variability of expected future cash flows from 90,000 barrels per day of forecasted 
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crude oil sales volumes for the full year of 2012. In January 2012, the Corporation entered into additional Brent 
crude oil hedges of 30,000 barrels per day for the full year of 2012. The average price for these hedges is $107.70 
per barrel. The Corporation records the effective portion of changes in the fair value of cash flow hedges as a 
component of Accumulated other comprehensive income (loss). Amounts recorded in Accumulated other 
comprehensive income (loss) are reclassified into Sales and other operating revenues in the Statement of 
Consolidated Income in the same period that the hedged item is recognized in earnings. The ineffective portion 
of changes in the fair value of cash flow hedges is recognized immediately in Sales and other operating revenues. 


The after-tax deferred losses in Accumulated other comprehensive income (loss) related to Brent crude oil 
hedges were $286 million and $638 million at December 31, 2011 and 2010, respectively. The entire amount of 
net after-tax deferred losses of $286 million as of December 31, 2011 will be reclassified into earnings during 
2012. In 2011, the amount of ineffectiveness from Brent crude oil hedges was a gain of $9 million. 


As a result of changes in the fair value of cash flow hedge positions used in the Corporation’s Energy 
Marketing and Corporate Risk Management Activities, pre-tax deferred losses in Accumulated other 
comprehensive income (loss) decreased by $5 million in 2011, increased by $324 million in 2010 and $1,148 
million in 2009 ($2 million, $198 million and $729 million after-tax, respectively). 


At December 31, 2011 and 2010, the Corporation had interest rate swaps with gross notional amounts of 
$895 million and $310 million, respectively, which were designated as fair value hedges. Changes in the fair 
value of interest rate swaps and the hedged fixed-rate debt are recorded in Interest expense in the Statement of 
Consolidated Income. For the years ended December 31, 2011 and 2010, the Corporation recorded increases of 
$45 million and $8 million (excluding accrued interest), respectively, in the fair value of interest rate swaps and a 
corresponding adjustment in the carrying value of the hedged fixed-rate debt. 


Foreign exchange contracts are not designated as hedges. Gains or losses on foreign exchange contracts are 
recognized immediately in Other, net in Revenues and non-operating income in the Statement of Consolidated 
Income. 


Net realized and unrealized pre-tax gains (losses) on derivative contracts used for Corporate risk 
management and not designated as hedges amounted to the following: 


Year Ended December 31, 
2011 2010 2009 
(Millions of dollars) 
Commodity’ 2.2 6.453018 405 pin Peds i gale lesed be ode ee Peewee ee $1 $ (7) $9 
FOTeSn ExChan les... 2c. sresded she doo aoe daeewiars Adee eae ae Bate S (15) (7) 86 
Total, Ycsnctentoaet are anes he aes a as Oe een Pe $(14) $(14) $95 


Trading Activities: Trading activities are conducted principally through a trading partnership in which the 
Corporation has a 50% voting interest. This consolidated entity intends to generate earnings through various 
strategies primarily using energy-related commodities, securities and derivatives. The Corporation also takes 
trading positions for its own account. The information that follows represents 100% of the trading partnership 
and the Corporation’s proprietary trading accounts. 
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The table below shows the gross volume of derivative contracts outstanding relating to trading activities: 


At December 31, 
2011 2010 
Commodity 
Crude oil and refined petroleum products (millions of barrels) ............. 2,169 3,328 
Natural gas (millions of mcf) .. 0.0.0... eects 4,203 4,699 
Electricity (millions of megawatt hours) ........... 0.0.00... ce eee eee eee 304 719 
Foreign exchange (millions of U.S. Dollars) ...... 0.00.0... .. 00002 cee ee eee $ 581 $ 506 
Other 
Interest rate (millions of U.S. Dollars) 0.0.0.0... 0.0.00. $ 182 $ 205 
Equity securities (millions of shares) ......... 00.000. cece eee eee eee 16 35 


Pre-tax unrealized and realized gains (losses) recorded in Sales and other operating revenues in the 
Statement of Consolidated Income from trading activities amounted to the following: 


Year Ended December 31, 
2011 2010 2009 
(Millions of dollars) 
COMIN OGIEY > a cassie dts dednicd “snacdicnctiirbig gad pubes gadspriphalagndapond eat OUR Mee bao es $ 44 $ 88 $196 
oreigm exchange: 26 cs jcced dee sa barge arene et ne saw dd aaa be —_— 5 23 
MOUS eek tars Sls ce ae eas a eoae Bese Gees cticites nots axe tue eased ae dee ee (28) 10 17 
Total, iis: Miakdsdtd eyed aed hod igsed ened ee Pesawaweew dag $ 16 $103 $236 


Fair Value Measurements: The Corporation determines fair value in accordance with the fair value 
measurements accounting standard (ASC 820 — Fair Value Measurements and Disclosures), which established a 
hierarchy that categorizes the sources of inputs, which generally range from quoted prices for identical 
instruments in a principal trading market (Level 1) to estimates determined using related market data (Level 3). 


When Level | inputs are available within a particular market, those inputs are selected for determination of 
fair value over Level 2 or 3 inputs in the same market. To value derivatives that are characterized as Level 2 and 
3, the Corporation uses observable inputs for similar instruments that are available from exchanges, pricing 
services or broker quotes. These observable inputs may be supplemented with other methods, including internal 
extrapolation, that result in the most representative prices for instruments with similar characteristics. Multiple 
inputs may be used to measure fair value, however, the level of fair value for each physical derivative and 
financial asset or liability presented below is based on the lowest significant input level within this fair value 
hierarchy. 
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The following table provides the Corporation’s net physical derivative and financial assets and (liabilities) 


that are measured at fair value based on this hierarchy: 


December 31, 2011 
Assets 
Derivative contracts 
COMMOGIULY ands ditien nt ore asweigd ae ha de owe Ges 
Interest rate and other ............. 0.0... 0000 eee 


IDASIS xscssd. or and dreds bidicn tn G4. wees OS Bes sarc e auke es 


LOtall ASSES: ~o;2: dndcariess-aoesa. eo etbe ae digi d aoacgs Rare Gosh Shaw eoead 
Liabilities 
Derivative contracts 
COMMOGILY. ic can opens Hered dy BEd Roe: 


Porersm exchange: sss ceed oe ea da Baw ee eA 
OUler cece nese nenes oben das sedate bad beet aaa 


Total derivative contracts ..............200005 
Other liabilities measured at fair value on a recurring 
IDASIS:cc.a-s. anandden stands eae ee audtcn eid ty eee oe a 


December 31, 2010 
Assets 
Derivative contracts 
COMMOUILY’ cece se te ees eee ead 
Foreign exchange .......... 00. eee eee ee eee eee 
Interest rate and other ............. 0.000 eee 


1 6 
Total assets: <.2 dink inn dsb hb hae aoa ebb SO ee bes 
Liabilities 
Derivative contracts 
Commodity 14. dae epee ddan Se See eared eee 


Foreign exchange ...........0 cece ee een eee eens 
OUMEE* 4. o.cking 3s theta Mente ode the baw bu deeb 


IDASUS 5 35 acid adh doe he thee Soba Riek aplesteviie Batic 


Collateral and 


Balance 


$ 1,566 


$(2,275) 
(15) 
(20) 
302 


(2,008) 


(52) 


$(2,060) 


counterparty 

Levell Level2 Level 3 netting 

(Millions of dollars) 

$135 $1,188 $511 $ (67) 
= 66 — — 
(33) (148) (4) (121) 
102 1,106 507 (188) 
7 34 — (2) 
$109 $1,140 $507 $(190) 
$(191) $(1,501) $(650) $ 67 
a (15) _ — 
= (18) (2) a 
33 148 4 117 
(158) (1,386) (648) 184 
= (52) (2) 2 
$(158) $(1,438) $(650) 186 
$ 65 $1,308 $ 883 $(304) 
= 1 — = 
— 17 = = 
(1) (274) (19) (213) 
64 1,052 864 (517) 
20 49 3 — 
$ 84 $1,101 $ 867 $(517) 
$(324) $(2,519) $(474) $ 304 
_ (12) = _ 
—_ (10) -_ == 
1 274 19 34 
(323) (2,267) (455) 338 
$(323) $(2,267) $455) $ 338 
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The following table provides changes in physical derivative and financial assets and liabilities that are 
measured at fair value based on Level 3 inputs: 


Year Ended 
December 31, 
2011 2010 
(Millions of dollars) 
Balance at January |. ay.dccay acrewaieenaacenh ah ead oeead ana aaa panes $ 412 $ 84 
Unrealized pre-tax gains (losses) 
Inicluded- in Gamings 2's cesaw ie ovine iiane Jada teasers Lae k (52) 169 
Included in other comprehensive income ................... 00000 ee ee 25 101 
PURCHASES: <2 %2o. sade, staceeeave ace hastoresaue se eandt eevee 4 Bath Baseman deh Boeke icktcane 4 2,294 1,141 
Sales 22.c24¢h0nbe 7 eho db wed eee ehiads Mee sae Sembee ero Meee shee (2,524) (1,090) 
SGttlemMentS: - 2. .05.424cn aaweeewand Maas eae EEN Eee a eee (115) 32 
Transfers:into Level.3: .é.3.0) ss vid obo d Goa 4e whe be bh bende eee Meas (114) 30 
Transters: out-of Level’3 4:2 deere emrciqave naeabhos aa 2 bea eae eG ke ees (69) (55) 
Balance at December 31 2.0.0.0... cece tte n tenn eens $ (143) $ 412 


Purchases and sales in the table above primarily represent option premiums paid or received, respectively, 
during the reporting period. Settlements represent realized gains and losses on derivatives settled during the 
reporting period. 


The following table provides net transfers into and out of each level of the fair value hierarchy: 


Year Ended 
December 31, 
2011 2010 
(Millions of dollars) 
Transfers into Level 1... 0... tenet tenes $ (17) $ 14 
‘Transfers: outiof Level le cig cd-i.o-n600 beta ache ceed ie ee Tb ada ee bas _ 297 __ 28 
$ 280 $ 42 
"PRAUSTEES MIO VEL D: .oieb ante Aue dm ceoteis Vig oe aoecalarelavs « PeestodsO hvala eines. mackie A $ — $ 312 
Transfers out Of Level 2. é a.ccs od ech iw nies diesen ee ats O65 4 Uda eS HERS (97) (329) 
(97) $ (7) 
"Transfers: into: Bevel 3) acc wesc hares eee ona wig os bald Geen dae damteen eeades $(114) $ 30 
Transfers out of Level 3.0... tenn ence teen neas (69) (55) 


The Corporation’s policy is to recognize transfers in and transfers out as of the end of the reporting period. 
Transfers between levels result from the passage of time as contracts move closer to their maturities, fluctuations 
in the market liquidity for certain contracts and/or changes in the level of significance of fair value measurement 
inputs. 

In addition to the financial assets and liabilities disclosed in the tables above, the Corporation had other 
short-term financial instruments, primarily cash equivalents and accounts receivable and payable, for which the 
carrying value approximated their fair value at December 31, 2011 and December 31, 2010. Outstanding long- 
term debt had a carrying value of $6,040 million, compared with a fair value of $7,317 million at December 31, 
2011, and a carrying value of $5,569 million, compared with a fair value of $6,353 million at December 31, 
2010. 
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The table below reflects the gross and net fair values of the Corporation’s risk management and trading 
derivative instruments: 


Accounts Accounts 
Receivable Payable 
(Millions of dollars) 
December 31, 2011 
Derivative contracts designated as hedging instruments 
Commodity sa.sccca see edhe ues ga be Sad Rhee aed ade es $ 181 $ (216) 
OUNET ese ors dh pac? ok ee dees Bel eona E eacesk Sn ade ea nse ewe dues. 2 61 (3) 
Total derivative contracts designated as hedging instruments ........ 242 (219) 
Derivative contracts not designated as hedging instruments* 
COMUMOGIDY 5:5. gai ues-easenw “oghlace: e's gp Sh Sc aceegeacdceanes teed atne wea atid wrishablectne neat 9,350 (9,823) 
Foreign exchange .i.50.64 ioitdeoterented dees abeeee dou ne memes 6 (21) 
OUST ha cite a Speedo i ea lbs didntta Bees ean SE ye a aaa 12 (24) 
Total derivative contracts not designated as hedging instruments ..... 9,368 (9,868) 
Gross fair value of derivative contracts ......... 0.00. eee 9,610 (10,087) 
Master netting arrangements ........ 0... 0c eee eee eee (7,962) 7,962 
Cash collateral (received) posted ..... 2.0... . cece eee nee (121) 117 
Net fair value of derivative contracts ......... 0... cece cece eee $ 1,527 $ (2,008) 
December 31, 2010 
Derivative contracts designated as hedging instruments 
GoOmimodity e266. desi Se See eed hee eg da ede suds ae dtedeawees $ 225 $ (483) 
OST ts. gg b etat te aaacest tetera Se ahah sete crema ee: este acteaae aa erates 10 (2) 
Total derivative contracts designated as hedging instruments ........ 235 (485) 
Derivative contracts not designated as hedging instruments* 
COMMOGIY* =. cad eee cei ate date e ides Heauend he peace 4 11,581 (12,383) 
FOPeISMEXChange sie eds iGiebowigyeeu ser otetesce bo teed ied 7 (19) 
OME T 5 ioe sare tied oS side BER woh aed oot ec Pe Ah ee bee eee aes alee 31 (32) 
Total derivative contracts not designated as hedging instruments ..... 11,619 (12,434) 
Gross fair value of derivative contracts ....... 0.0... ccc eee eee 11,854 (12,919) 
Master netting arrangements .......... 0... eects (10,178) 10,178 
Cash collateral (received) posted ....... 0.0... cee eee nee (213) 34 
Net fair value of derivative contracts ... 0.0.0.0... 0... cee eee eee $ 1,463  $ (2,707) 


* Includes trading derivatives and derivatives used for risk management. 


The Corporation generally enters into master netting arrangements to mitigate counterparty credit risk. Master 
netting arrangements are standardized contracts that govern all specified transactions with the same counterparty and 
allow the Corporation to terminate all contracts upon occurrence of certain events, such as a counterparty’s default or 
bankruptcy. Where these arrangements provide the right of offset and the Corporation’s intent and practice is to offset 
amounts in the case of contract terminations, the Corporation records fair value on a net basis. 


Credit Risk: The Corporation is exposed to credit risks that may at times be concentrated with certain 
counterparties, groups of counterparties or customers. Accounts receivable are generated from a diverse domestic 
and international customer base. The Corporation’s net receivables at December 31, 2011 are concentrated with the 
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following counterparty and customer industry segments: Integrated Oil Companies —29%, Government Entities — 
10%, Services —9%, Trading Companies —8%, Real Estate —8% and Manufacturing —7%. The Corporation 
reduces its risk related to certain counterparties by using master netting arrangements and requiring collateral, 
generally cash or letters of credit. The Corporation records the cash collateral received or posted as an offset to the 
fair value of derivatives executed with the same counterparty. At December 31, 2011 and 2010, the Corporation 
held cash from counterparties of $121 million and $213 million, respectively. The Corporation posted cash to 
counterparties at December 31, 2011 and 2010 of $117 million and $34 million, respectively. 


At December 31, 2011, the Corporation had outstanding letters of credit totaling $1,698 million, primarily 
issued to satisfy margin requirements. Certain of the Corporation’s agreements also contain contingent collateral 
provisions that could require the Corporation to post additional collateral if the Corporation’s credit rating 
declines. As of December 31, 2011, the net liability related to derivatives with contingent collateral provisions 
was approximately $962 million before cash collateral posted of $3 million. At December 31, 2011, all three 
major credit rating agencies that rate the Corporation’s debt had assigned an investment grade rating. If two of 
the three agencies were to downgrade the Corporation’s rating to below investment grade, as of December 31, 
2011, the Corporation would be required to post additional collateral of approximately $189 million. 


18. Guarantees and Contingencies 


The Corporation has $67 million in letters of credit for which it is contingently liable. The Corporation also 
has a contingent purchase obligation to acquire the remaining interest in WilcoHess, a retail gasoline station joint 
venture. This contingent obligation, which expires in April 2014, was approximately $205 million at 
December 31, 2011. 


The Corporation is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Corporation’s consolidated 
financial statements when it is probable a loss has been incurred and the amount can be reasonably estimated. If 
the risk of loss is probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably 
possible, a liability is not accrued; however, the Corporation discloses the nature of those contingencies. 


The Corporation, along with many other companies engaged in refining and marketing of gasoline, has been 
a party to lawsuits and claims related to the use of methyl tertiary butyl ether (MTBE) in gasoline. A series of 
similar lawsuits, many involving water utilities or governmental entities, were filed in jurisdictions across the 
United States against producers of MTBE and petroleum refiners who produced gasoline containing MTBE, 
including the Corporation. The principal allegation in all cases was that gasoline containing MTBE is a defective 
product and that these parties are strictly liable in proportion to their share of the gasoline market for damage to 
groundwater resources and are required to take remedial action to ameliorate the alleged effects on the 
environment of releases of MTBE. In 2008, the majority of the cases against the Corporation were settled. In 
2010 and 2011, additional cases were settled including an action brought in state court by the State of New 
Hampshire. Two cases brought by the State of New Jersey and the Commonwealth of Puerto Rico remain 
unresolved. In 2007, a pre-tax charge of $40 million was recorded to cover all of the known MTBE cases against 
the Corporation. 


Over the last several years, many refineries have entered into consent agreements to resolve the United 
States Environmental Protection Agency’s (EPA) assertions that refining facilities were modified or expanded 
without complying with the New Source Review regulations that require permits and new emission controls in 
certain circumstances and other regulations that impose emissions control requirements. In January 2011, 
HOVENSA signed a consent decree with the EPA to resolve its claims. Under the terms of the Consent Decree, 
HOVENSA agreed to pay a penalty of approximately $5 million and spend approximately $700 million over the 
next 10 years to install equipment and implement additional operating procedures at the HOVENSA refinery to 
reduce emissions. In addition, the Consent Decree requires HOVENSA to spend approximately $5 million to 
fund an environmental project to be determined at a later date by the Virgin Islands and $500,000 to assist the 
Virgin Islands Water and Power Authority with monitoring. However, as a result of HOVENSA’s decision to 
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shut down its refinery, which was announced in January 2012, HOVENSA believes that it will not be required to 
make material capital expenditures pursuant to this consent decree. The Corporation believes that it will also 
enter into a consent decree with the EPA in the near future to resolve these matters as they relate to its Port 
Reading refinery facility, which is not expected to have a material adverse impact on the financial condition, 
results of operations or cash flows of the Corporation. In addition, many states and localities are adopting 
requirements that mandate a low sulfur content of fuel oils and restrict the types of fuel sold within their 
jurisdictions. These proposals could require capital expenditures by the Corporation for its Port Reading refining 
facility to meet the required sulfur content standards or other changes in the marketing of fuel oils and affect the 
profitability of that facility. 


The United States Deep Water Royalty Relief Act of 1995 (the Act) implemented a royalty relief program 
that relieves eligible leases issued between November 28, 1995 and November 28, 2000 from paying royalties on 
deepwater production in Federal Outer Continental Shelf lands. The Act does not impose any price thresholds in 
order to qualify for the royalty relief. The U.S. Minerals Management Service (MMS, predecessor to the Bureau 
of Ocean Energy Management, Regulation and Enforcement) created regulations that included pricing 
requirements to qualify for the royalty relief provided in the Act. During the period from 2003 to 2009, the 
Corporation accrued the royalties imposed by the MMS regulations. The legality of the thresholds imposed by 
the MMS was challenged in the federal courts and, in October 2009, the U.S. Supreme Court decided not to 
review the appellate court’s decision against the MMS. As a result, the Corporation recognized a pre-tax gain of 
$143 million ($89 million after income taxes) in 2009 to reverse all previously recorded royalties. The pre-tax 
gain is reported in Other, net in the Statement of Consolidated Income. 


The Corporation is from time to time involved in other judicial and administrative proceedings, including 
proceedings relating to other environmental matters. The Corporation cannot predict with certainty if, how or 
when such proceedings will be resolved or what the eventual relief, if any, may be, particularly for proceedings 
that are in their early stages of development or where plaintiffs seek indeterminate damages. Numerous issues 
may need to be resolved, including through potentially lengthy discovery and determination of important factual 
matters before a loss or range of loss can be reasonably estimated for any proceeding. Subject to the foregoing, in 
management’s opinion, based upon currently known facts and circumstances, the outcome of such proceedings is 
not expected to have a material adverse effect on the financial condition, results of operations or cash flows of 
the Corporation. 


19. Segment Information 


The Corporation has two operating segments that comprise the structure used by senior management to 
make key operating decisions and assess performance. These are (1) Exploration and Production and 
(2) Marketing and Refining. The Exploration and Production segment explores for, develops, produces, 
purchases, transports and sells crude oil and natural gas. The Marketing and Refining segment manufactures 
refined petroleum products and purchases, markets and trades refined petroleum products, natural gas and 
electricity. 
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The following table presents financial data by segment for each of the three years ended December 31: 


2011 
Operating revenues 
Total operating revenues (b) 


Exploration Marketing Corporate 


and and and 
Production Refining Interest Consolidated (a) 
(Millions of dollars) 
$10,646 


$27,936 $ 1 
1 


Less: Transfers between affiliates ..................05. 116 — 
Operating revenues from unaffiliated customers ....... $10,530 $27,935 $ 1 $38,466 

Net income (loss) attributable to Hess Corporation ......... $ 2,675 $ (584) $ (388) $ 1,703 
Income (loss) from equity investment in 

HOVENSAIVAING. gh dochot cng ceacegis hereon eaten ate oat $ — $(1,073) $ — $ (1,073) 
Interest: xPeNSe iio Page Headed aoe eee eka eee, — — 383 383 
Depreciation, depletion and amortization ................. 2,305 88 13 2,406 
Asset ImpairnmMentS <... 64h ieee hehe ed Pee Gene eas 358 — — 358 
Provision (benefit) for income taxes ...............00000- 1,313 (273) (255) 785 
Investments in affiliates 2.0... 0.0... eee 97 287 — 384 
Identifiable assets: <0 ::2:cacg dee wigs 8 ated aide be, NR deo 32,323 6,302 511 39,136 
Capital employed (Cc) 2.2... . cece eee eee ee 22,699 2,337 (387) 24,649 
Capitalexpenditures 2 sss oss coreg he beenrsaaeenase’ 6,888 115 3 7,006 
2010 
Operating revenues 

Total operating revenues (b) ..............000 eee eee $9,119 $24,885 $ 1 

Less: Transfers between affiliates .................005. 143 — — 

Operating revenues from unaffiliated customers ....... $ 8,976 $24,885 $ 1 $33,862 

Net income (loss) attributable to Hess Corporation ......... $ 2,736 $ (231) $ (380) $ 2,125 
Income (loss) from equity investment in 

HOVENSAU ANG, is duesdst chee cee aes hee ake Sa eerde oe $ — $ (522) $ — $ (522) 
Int€rest:expense 4 idacdsicaeadaded adn me obewt ici sen — —_— 361 361 
Depreciation, depletion and amortization ................. 2,222 82 13 2,317 
Asset impairments . c.0iac¢shg be iesueies tok Carte tye as 532 — —_— 532 
Provision (benefit) for income taxes ...............00000- 1,417 4 (248) 1,173 
Investments in affiliates 2.0... 0.0... eee 57 386 — 443 
Identifiable aSS@ts: .x.2 3.4 sce Fo ane een wales bee dea 2a ere 28,242 6,377 777 35,396 
Capital employed (c) ........ 0... cece eee eee 19,803 2,715 (126) 22,392 
Capital expenditures > 2.65. ..0sc week wie ee des ade o 5,394 82 16 5,492 
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2009 
Operating revenues 


Total operating revenues (b) ........... 0.000 e eee 
Less: Transfers between affiliates .................... 


Operating revenues from unaffiliated customers ...... 


Net income (loss) attributable to Hess Corporation ........ 


Income (loss) from equity investment in 


HOVENSAALICe 6 cv desihantad toca eeGaee tay ee ee 
Interest:expense: . i. bcs su dceerea densa eiadt vee ees 
Depreciation, depletion and amortization ................ 
Asset impairments ......... 2.0.0. e cece eee eee ene 
Provision (benefit) for income taxes .............0000005 
Investments in affiliates 2.1.0.2... . eee eee eee 
Identifiable a8sets: 2 ctet omar eeen ewes each aae weeds 
Capital-employed (Cc): ..ciccncts bended ea inaengadesanbes 
Capital expenditures ............. 0.00.02. e eee eee eee 


Exploration Marketing Corporate 


and and and 
Production Refining Interest Consolidated (a) 
(Millions of dollars) 
$ 7,259 $22,464 $ 1 
110 — — 
$ 7,149 $22,464 $ 1 $29,614 
$ 1,042 $ 127 $ (429) $ 740 
c = £.Qy & $ (229) 
— — 360 360 
2113 719 8 2,200 
54 — — 54 
944 24 (253) 715 
57 856 — 913 
21,810 6,388 1,267 29,465 
14,163 2,979 853 17,995 
2,800 83 35 2,918 


(a) After elimination of transactions between affiliates, which are valued at approximate market prices. 
(b) Sales and operating revenues are reported net of excise and similar taxes in the Statement of Consolidated Income, which amounted to 
approximately $2,350 million, $2,200 million and $2,100 million in 2011, 2010 and 2009, respectively. 


Financial information by major geographic area for each of the three years ended December 31, 2011: 


(c) Calculated as equity plus debt. 
United States 
2011 
Operating revenues ................... $31,813 
Property, plant and equipment (net) ...... 11,490 
2010 
Operating revenues ................... $28,066 
Property, plant and equipment (net) ...... 8,343 
2009 
Operating revenues ................... $24,611 
Property, plant and equipment (net) ...... 5,792 


Asia and 
Europe Africa Other Consolidated 
(Millions of dollars) 

$3,137 $1,782 $1,734 $38,466 
6,826* 2,355 4,041 24,712 
$2,109 $2,271 $1,416 $33,862 
6,764* 2,913 3,447 21,127 
$1,771 $1,898 $1,334 $29,614 
3,930* 3,617 3,288 16,627 


* Of the total Europe property, plant and equipment (net), Norway represented $5,031 million, $5,002 million and $2,049 million in 2011, 


2010 and 2009, respectively. 
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20. Related Party Transactions 


The following table presents the Corporation’s related party transactions for the years ended December 31: 


2011 2010 2009 
(Millions of dollars) 
Purchases of petroleum products: 
HOVENSA® 3 08 i6 eth ibhoedpeattdateitetetiedhiadegianeetd ted $3,806 $4,307 $3,659 
Sales of petroleum products and crude oil: 
WalCOHESS «6658 dice ea Se ake SS OS SS GS Hea He oH eRe ee aS 2,898 2,113 1,634 
HOVENSAi cee ony saides san pald ot mak oy gavel dh Rn eeteboee deh geee 710 607 530 


* Following the closure of HOVENSA’s refinery in St. Croix as announced in January 2012, the Corporation will no longer purchase 50% of 
HOVENSA’s production of refined petroleum products, after any sales to unaffiliated parties. 


The following table presents the Corporation’s related party accounts receivable (payable) at December 31: 


2011 2010 
(Millions of dollars) 
MW tlCOTLCSS 2 cnt teed 8 tease Fee eee ee ee Cine eek eee ee $127 $110 
(22) (107) 


21. Subsequent Event 
In January 2012, the Corporation completed the sale of its interest in the Snohvit Field (Hess 3%) for 
proceeds of approximately $135 million, after normal closing adjustments. 
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The Supplementary Oil and Gas Data that follows is presented in accordance with ASC 932, Disclosures 
about Oil and Gas Producing Activities, and includes (1) costs incurred, capitalized costs and results of 
operations relating to oil and gas producing activities, (2) net proved oil and gas reserves and (3) a standardized 
measure of discounted future net cash flows relating to proved oil and gas reserves, including a reconciliation of 
changes therein. 


The Corporation produces crude oil, natural gas liquids and/or natural gas principally in Algeria, Azerbaijan, 
Denmark, Equatorial Guinea, Gabon (until September 2010), Indonesia, Libya, Malaysia, Norway, Russia, 
Thailand, the United Kingdom and the United States. Exploration activities are also conducted, or are planned, in 
additional countries. 


Costs Incurred in Oil and Gas Producing Activities 


United Europe Asia and 
For the Years Ended December 31 Total States (d) Africa Other 
(Millions of dollars) 

2011 
Property acquisitions (a) 

Unproved: 23..40t00ee ce ntee dad esate g de bee es $1,224 $ 992 $ — $ — $232 

PROVO os. See nusa a Cbd che dha e ea hoe 9 Gad ia aces Godage ss 122 6 116 _— —_— 
Exploration. ¢:0c.44000¢be seein nod ee iaadaa awe eee 1,325 525 98 292 410 
Production and development capital expenditures (c) ..... 5,645 2,951 1,734 189 771 
2010 
Property acquisitions (a, b) 

Unproved ..... 0.00... cece ccc eee eee teens $1,887 $1,849 $ 38 $ — $ — 

Proved in. peo h eters hh ont std de de eae es 1,015 443 572 — — 
Explorations jac susceae setae ty S048 Sas ee ha aah dee aenasgaaies 915 185 58 164 508 
Production and development capital expenditures (c) ..... 2,654 1,088 850 289 427 
2009 
Property acquisitions (a) 

Unproved: sccu cieehdeg shay ei wacawngne de deadndens $ 188 $ 184 $ 2 $— $ 2 

PROVE ies. iie.o Solange gevaew a Realy A diiaed angen See eared « 74 74 
Exploration i00c04c)seeesrchtunts bo iaiedade daadaded 938 206 69 225 438 
Production and development capital expenditures (c) ..... 1,918 807 513 255 343 


(a) Includes wells, equipment and facilities acquired with proved reserves and excludes properties acquired in non-cash property 
exchanges. 


(b) In 2010, acquisitions include $652 million, representing the non-cash portion of the purchase price for American Oil & Gas Inc., 
primarily through the issuance of common stock. 


(c) Includes $972 million, $62 million and $(9) million in 2011, 2010 and 2009, respectively, related to the accruals and revisions for asset 
retirement obligations except obligations acquired in non-cash property exchanges. 


(d) Costs incurred in oil and gas producing activities in Norway, excluding non-monetary exchanges, were as follows for the years ended 


December 31: 
2011 2010 
(Millions of dollars) 

Property acquisitions (a) 
Unproved sccceu cra ner tas tannins wat eeree Maa kaGas anaes ae Samet $— $ 14 
PHOVOD 6g 48 sae vine ith ba segs fh cass ace yd lb ble ca eon rg Rude vc _— 572 
EXPL OR ALL OM spac s 6.88 rng Ase eps tse Sa Sy Rh os hvala iSiBe Suess adh asst Wb RO ee 10 12 
Production and development capital expenditures 0... 000.0 741 469 


Capitalized Costs Relating to Oil and Gas Producing Activities 


At December 31, 
2011 2010 
(Millions of dollars) 

Unproved properties: ..c..640cc.en dsr nbiaied ee dae hp eee cased agence $ 4,064 $ 3,796 
Proved PrOPCrties is, go sc bs Bide 56k eb ree Soa dpe bad a ae Gee Hg dead ob epee ook Sede 3,975 3,496 
Wells, equipment and related facilities ...... 2.0.00... 0. eee eee eee 29,239 26,064 
AL OUAl COSUS soso, dcey se seers scea tors ace avaecac stat aatats ieee shetaeeio aepeaiaithe aac oe termerns 37,278 33,356 
Less: reserve for depreciation, depletion, amortization and lease impairment ..... 13,900 = 13,553 
Net: capitalized Costs: 23.1... os aaace baS0eeed Sane ees wae Padget aan cas $23,378 $19,803 


Results of Operations for Oil and Gas Producing Activities 


The results of operations shown below exclude non-oil and gas producing activities, primarily gains on sales 
of oil and gas properties, interest expense, gains and losses resulting from foreign exchange transactions and 
other non-operating income. Therefore, these results are on a different basis than the net income from 
Exploration and Production operations reported in Management’s Discussion and Analysis of Financial 
Condition and Results of Operations and in Note 19, Segment Information in the notes to the Consolidated 
Financial Statements. 


United Asia and 
For the Year Ended December 31 Total States Europe* Africa Other 
(Millions of dollars) 
2011 
Sales and other operating revenues 
Unaffiliated Customers’... vi. a cdsau.eas nade coe een ed eekus $ 9,931 $3,255 $3,019 $2,081 $1,576 
Inter-company ......... 0.0... eee ee eee eee 116 116 _— _— —_— 
Total revenues: <2 a veee sss eee elses) ek ae Ae 10,047 93,371 3,019 2,081 1,576 
Costs and expenses 
Production expenses, including related taxes .............. 2,352 660 968 383 341 
Exploration expenses, including dry holes and lease 
WNPAIMENt 2.64 isi Ga Grane dese ney esa dada 1,195 475 76 231 413 
General, administrative and other expenses ............... 313 190 56 17 50 
Depreciation, depletion and amortization ................ 2,305 800 588 502 415 
Asset impairments. 2.000.024 2s ede taba esa eae ae 358 16 342 —_ —_— 
Total costs and expenses ........ 0... cece eee eee ee 6,523 2,141 2,030 1,133 1,219 
Results of operations before income taxes ................ 3,524 1,230 989 948 357 
Provision for income taxeS ......... 0.000 eee eee eens 1,300 473 522 230 75 
Results of operations 1.2.0... 0.00. c eee cece eee eee $ 2,224 $ 757 $ 467 $ 718 $ 282 
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United Asia and 
For the Years Ended December 31 Total States Europe* Africa Other 
(Millions of dollars) 
2010 
Sales and other operating revenues 
Unaffiliated customers 1.0.2... 00000 eee ees $8,601 $2,310 $2,251 $2,750 $1,290 
Inter=cOMpaNhy 2.0.04 66 440se bese eee eee dee new os 143 143 
Total TeVEnUES: 622s ks ek oe Sas eure Gm 1d GOS 8,744 2,453 2,251 2,750 1,290 
Costs and expenses 
Production expenses, including related taxes ............... 1,924 489 727 455 253 
Exploration expenses, including dry holes and lease 
UNPAMENE 33.4.0. cice dedi iedeseseisewese eee cae ae 865 364 49 143 309 
General, administrative and other expenses ................ 281 161 48 20 52 
Depreciation, depletion and amortization ................. 2,222 649 463 772 338 
Assetampairments’ gi. iccdo os heesivewete bis tote he 532 — — 532 — 
Total costs and expenses ......... 0.0 c ee eee eee eee 5,824 1,663 1,287 1,922 952 
Results of operations before income taxes .............-.4- 2,920 790 964 828 338 
Provision for income taxeS .........0 0. ccc eee eee 1,425 305 477 580 63 
Results of operations 1.00.0... 0. eee cece eee eee $1,495 $ 485 $ 487 $ 248 $ 275 
2009 
Sales and other operating revenues 
Unaffiliated customers ........0..0 000000 c cee eee $6,725 $1,501 $1,827 $2,193 $1,204 
Inter=company. 0.0.44 6h hee ad Mee tae es 110 110 
Total revenues: 4. 2.5. 6.dcs:08 Ge sae Ge sos ede ee eee 6,835 1,611 1,827 2,193 1,204 
Costs and expenses 
Production expenses, including related taxes ............... 1,805 431 642 480 252 
Exploration expenses, including dry holes and lease 
UNPAMENE cosh cs Sien Set Mes dacde hese ele wewe eed d 829 383 75 159 212 
General, administrative and other expenses ................ 255 130 45 22 58 
Depreciation, depletion and amortization ................. 2,113 503 419 821 370 
Asset ampaitmMents: 2.62 Sys4 es Lak eeedeeses tales ee ue ge x 54 —_— 54 —_— — 
Total costs and expenses ...... 0.0... cee eee eee eee 5,056 1,447 1,235 1,482 892 
Results of operations before income taxes .............-.4 1,779 164 592 711 312 
Provision for income taxeS .......... 00 cece eee 904 64 185 514 141 
Results of operations ....... 00... eee eee cece eee eee $ 875 $ 100 $ 407 $ 197 $ 171 


* Results of operations for oil and gas producing activities in Norway were as follows for the years ended December 31: 


2011 2010 
(Millions of dollars) 
Sales and other operating revenues — Unaffiliated customers .............04.. $ 996 $ 524 
Costs and expenses 
Production expenses, including related taxeS 1.2.0... 060. c cece eee 290 149 
Exploration expenses, including dry holes and lease impairment ............. 10 12 
General, administrative and other expenses ....... 2.0 cece eee 9 9 
Depreciation, depletion and amortization .....00 0006 cece eens 232 133 
TOtAl GOStS GNA EXPENSES Lie cndiawedndeaeadieweanperedah aged ean ames 541 303 
Results of operations before income taxeS 2.1... 0c eee eee 455 221 
PrOViStOn fOFANCOME TAXES ac iaisnie ean lne ivdia gid gigi ene aval a aus d earwae AGL NLR ee 295 154 
RESUlts' Of ODETATONG asics sccerecioe eer e eek Se LaGee saad Bak ies alae SAS $ 160 $ 67 
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Oil and Gas Reserves 


The Corporation’s proved oil and gas reserves are calculated in accordance with the Securities and 
Exchange Commission (SEC) regulations and the requirements of the FASB. Proved oil and gas reserves are 
quantities, which by analysis of geoscience and engineering data, can be estimated with reasonable certainty to 
be economically producible from known reservoirs under existing economic conditions, operating methods and 
government regulations. The Corporation’s estimation of net recoverable quantities of liquid hydrocarbons and 
natural gas is a highly technical process performed by internal teams of geoscience professionals and reservoir 
engineers. Estimates of reserves were prepared by the use of standard engineering and geoscience methods 
generally recognized in the petroleum industry. The method or combination of methods used in the analysis of 
each reservoir is based on the maturity of the reservoir, the completeness of the subsurface data available at the 
time of the estimate, the stage of reservoir development and the production history. Where applicable, reliable 
technologies may be used in reserve estimation, as defined in the SEC regulations. These technologies, including 
computational methods, must have been field tested and demonstrated to provide reasonably certain results with 
consistency and repeatability in the formation being evaluated or in an analogous formation. In order for reserves 
to be classified as proved, any required government approvals must be obtained and depending on the cost of the 
project, either senior management or the Board of Directors must commit to fund the development. The 
Corporation’s proved reserves are subject to certain risks and uncertainties, which are discussed in Item 1A, Risk 
Factors Related to Our Business and Operations of this Form 10-K. 


Internal Controls 


The Corporation maintains internal controls over its oil and gas reserve estimation process which are 
administered by the Corporation’s Senior Vice President of E&P Technology and its Chief Financial Officer. 
Estimates of reserves are prepared by technical staff that work directly with the oil and gas properties using 
standard reserve estimation guidelines, definitions and methodologies. Each year, reserve estimates for a 
selection of the Corporation’s assets are subject to internal technical audits and reviews. In addition, an 
independent third party reserve engineer reviews and audits a significant portion of the Corporation’s reported 
reserves (see below). Reserve estimates are reviewed by senior management and the Board of Directors. 


Qualifications 


The person primarily responsible for overseeing the preparation of the Corporation’s oil and gas reserves is 
Mr. Scott Heck, Senior Vice President of E&P Technology. Mr. Heck is a member of the Society of Petroleum 
Engineers and has over 30 years of experience in the oil and gas industry with a BS degree in Petroleum 
Engineering. His experience includes over 15 years primarily focused on oil and gas subsurface understanding 
and reserves estimation in both domestic and international areas. The Corporation’s upstream technology 
organization, which Mr. Heck manages, focuses on oil and gas industry subsurface and reservoir engineering 
technologies and evaluation techniques. Mr. Heck is also responsible for the Corporation’s Global Reserves 
group, which is the internal organization responsible for establishing the policies and processes used within the 
operating units to estimate reserves and perform internal technical reserve audits and reviews. 


Reserves Audit 


The Corporation engaged the consulting firm of DeGolyer and MacNaughton (D&M) to perform an audit of 
the internally prepared reserve estimates on certain fields aggregating 81% of 2011 year-end reported reserve 
quantities on a barrel of oil equivalent basis (76% in 2010). The purpose of this audit was to provide additional 
assurance on the reasonableness of internally prepared reserve estimates and compliance with SEC regulations. 
The D&M letter report, dated January 31, 2012, on the Corporation’s estimated oil and gas reserves was prepared 
using standard geological and engineering methods generally recognized in the petroleum industry. D&M is an 
independent petroleum engineering consulting firm that has been providing petroleum consulting services 
throughout the world for over 70 years. D&M’s letter report on the Corporation’s December 31, 2011 oil and gas 
reserves is included as an exhibit to this Form 10-K. While the D&M report should be read in its entirety, the 
report concludes that for the properties reviewed by D&M, the total net proved reserve estimates prepared by 
Hess and audited by D&M, in the aggregate, differed by approximately 3% of total audited net proved reserves 
on a barrel of oil equivalent basis. The report also includes among other information, the qualifications of the 
technical person primarily responsible for overseeing the reserve audit. 
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Following are the Corporation’s proved reserves for the three years ended December 31, 2011: 


Crude Oil, Condensate & 
Natural Gas Liquids Natural Gas 
Asia 
United Europe United Europe and 
States (h) Africa Asia Total States (h)  Africa(i) Total 
“(Millions of barrels) ====—=—S*«Miliionns of mcf) 
Net Proved Developed and Undeveloped 
Reserves 
At January 1, 2009 (g) ............... 227 332 324 87 970 276 639 1,858 2,773 
Revisions of previous estimates (a) ..... 22 28 34 (7) 77 46 66 83 195 
Extensions, discoveries and other 
AACIHONS: s.0/s:009.285- dba dee eee ae 26 1 — — 27 23 — — 23 
Improved recovery ...............-4- 
Purchases of minerals in place ......... — —_— 101 101 
Sales of minerals in place ............. — (1) — (1) 
Production (f) ....... 00.0. c eee eee (26) (31) (44) (6) (107) (39) (62) (169) (270) 
At December 31, 2009 ............... 249 330 314 74 967 (b) 306 642 1,873 2,821 
Revisions of previous estimates (a) ..... 68 14 22 qd) 103 (7) (9) (23) (39) 
Extensions, discoveries and other 
additions ...... 0.0... ccc eee eee 3 19 — 1 23 14 15 1 30 
Improved recovery ...............-4. 
Purchases of minerals in place ......... 16 150 — — 166 13 129 —_— 142 
Sales of minerals in place ............. — (13) (25) (5) (43) — (4) (89) (93) 
Production (f) ..........0 0c ee ee eee (32) (34) (41) (6) (112) (46) (54) (163) (263) 
At December 31, 2010 ............... 304 466 270 64 1,104 (b) 280 719 1,599 2,598 
Revisions of previous estimates (a) ..... 33 59 (1) (7) = 84 36 7 69 112 
Extensions, discoveries and other 
AUGIIONS® 2.5 aid oe ead ova eh eteet es 70 7 5 82 85 — — 85 
Improved recovery ................-. _— - —- — _— — — — — 
Purchases of minerals in place ......... _— 3 —- — 3 1 6 —_ 7 
Sales of minerals in place ............. — (7) — — (7) — (135) — (135) 
Production (£) eso eecseeeen cesses (34) (34) (24) (5) (97) (42) (34) (168) (244) 
At December 31, 2011 ............... 373 494 250 52 1,169 (b) 360 (c) 563 1,500 2,423 
Net Proved Developed Reserves (d) 
AtJanuary 1.2009 ~. oa cdsa segs 119 192 237 23 571 202 502.727 —=—s‘1,431 
At December 31, 2009 ............... 154 171 241 27 = = 593 205 417 923 1,545 
At December 31, 2010 ............... 180 210 215 22 627 199 424 692 1,315 
At December 31, 2011 ............... 190 212 194 25 621 199 273 740 1,212 
Net Proved Undeveloped Reserves (e) 
At January 1, 2009 .................. 108 140 87 64 399 74 137 1,131 1,342 
At December 31, 2009 ............... 95 159 73 47 374 101 225 950 1,276 
At December 31, 2010 ............... 124 256 55 42 = 477 81 295 907 1,283 
At December 31, 2011 ............... 183 282 56 27 548 161 290 = 760 1,211 


(a) Includes the impact of changes in selling prices on the reserve estimates for production sharing contracts with cost recovery provisions. 
Revisions included reductions to crude oil, condensate and natural gas liquids reserves of 11 million barrels, 11 million barrels and 
18 million barrels in 2011, 2010 and 2009, respectively, resulting from higher selling prices. Revisions also included reductions to 
natural gas reserves of 83 million mcf, 62 million mcf and 102 million mcf in 2011, 2010 and 2009, respectively, resulting from higher 
selling prices. 


(b 


S 


Includes 10 million barrels in 2011, 15 million barrels in 2010 and 17 million barrels in 2009 of crude oil reserves relating to a 
noncontrolling interest owner of a corporate joint venture. 


89 


(c) Excludes approximately 355 million mcf of carbon dioxide gas for sale or use in company operations. 


(d) Natural gas liquids net proved developed reserves were 56 million barrels, 54 million barrels and 41 million barrels at December 31, 
2011, 2010 and 2009, respectively, and 36 million barrels at January 1, 2009. 


(e) Natural gas liquids net proved undeveloped reserves were 57 million barrels, 48 million barrels and 30 million barrels at December 31, 
2011, 2010 and 2009, respectively, and 22 million barrels at January 1, 2009. 


(f) Natural gas production includes volumes used for fuel. 
(g) Proved reserves at January 1, 2009 were determined by D&M. 


(h) Proved reserves in Norway were as follows: 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
2011 2010 2011 2010 

(Millions of barrels) (Millions of mcf) 
AL ISONUGEY D S33 sect eed Ca teseih ase Senedd eekeoaed waiving Se ROHR 264 136 404 287 
Revisions of previous estimateS ...... 0.000 c cece eee 40 (16) (4) (1) 
Purchases of minerals in place... 0.60.00. cece ee _— 150 _— 130 
Sales of minerals in place ....... 066000 c eee cee (3) — — — 
PROGUCLION: .25.3S0rcisuaptre csi tira detiettonboty cvesiath deme keea Naat te fa aaa (8) (6) (12) (12) 
Al December BL ix ss seis den gota bx aeescwpre tutes acetone gar eters 293 264 388 404 
Net Proved Developed Reserves at December 31 ........... 108 97 137 157 
Net Proved Undeveloped Reserves at December 31 ......... 185 167 251 247 


(i) Natural gas reserves in Africa were 71 million mcf in 2011, 63 million mcf in 2010 and 71 million mcf in 2009. 


Proved undeveloped reserves 


The December 31, 2011 oil and gas reserve estimates disclosed above include 548 million barrels of liquid 
hydrocarbons and 1,211 million mcf of natural gas, or an aggregate of 750 million barrels of oil equivalent 
(mmboe), classified as proved undeveloped reserves. Overall volumes of proved undeveloped reserves increased 
by 59 mmboe compared with year-end 2010. Additions and revisions in proved undeveloped reserves from 
existing fields amounted to 146 mmboe, primarily in the United States, Norway and the United Kingdom. These 
increases resulted from ongoing technical assessments, performance evaluations and development activities. In 
2011, 85 mmboe were converted from proved undeveloped reserves to proved developed reserves resulting from 
continuing development activity and new wells mainly in Indonesia, Norway, Russia, the United Kingdom and 
North Dakota in the United States. The Corporation estimates that capital expenditures of $1,080 million were 
incurred to convert proved undeveloped reserves to proved developed reserves during 2011. Acquisitions and 
dispositions of assets in 2011 further reduced proved undeveloped reserves by a net 2 mmboe. 


The Corporation is involved in multiple long-term projects that have staged developments. Certain of these 
projects have proved reserves, which have been classified as undeveloped for a period in excess of five years, 
totaling 85 mmboe or 5% of total 2011 proved reserves. Substantially all of the proved undeveloped reserves in 
excess of five years relate to four offshore producing assets. Three natural gas projects in the Joint Development 
Area of Malaysia/Thailand (JDA) and Indonesia are being developed in phases to satisfy long-term natural gas 
sales contracts and an oil project in Azerbaijan is continuing to be developed in phases. A summary of the 
development status of each of the four projects follows: 


e JDA — This natural gas project in the Gulf of Thailand currently has a central processing platform and 
seven wellhead platforms. Three additional wellhead platforms are currently under construction and the 
eleventh is in the process of being sanctioned. In addition, a major investment in compression 
equipment is in the field development plan. 


e Pangkah — This natural gas and oil project offshore Java, Indonesia currently has two producing 
offshore wellhead platforms and onshore production facilities. In addition, a central processing 
platform and accommodation utility platform has been installed and utilized from mid-2011. Further 
development drilling is on-going. 


e Natuna A — This natural gas project offshore Sumatra, Indonesia currently has two wellhead 
platforms, two central processing facilities and a floating storage and offloading vessel. Additional 
wellhead platforms and subsea well tie-backs are planned to satisfy gas sales contracts. 
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e Azeri-Chirag-Guneshli (ACG) — This oil project offshore Azerbaijan in the Caspian Sea has seven 
operational platforms that have been completed over multiple phases of development. The operator 
began construction on another production platform in 2010. 


At December 31, 2011, the Corporation had approximately 5 mmboe of proved undeveloped reserves in 
excess of five years relating to the Snohvit Field, offshore Norway. In January 2012, the Corporation completed 
the sale of its interest in this field. 


Production sharing contracts 


The Corporation’s proved reserves include crude oil and natural gas reserves relating to long-term 
agreements with governments or authorities in which the Corporation has the legal right to produce or has a 
revenue interest in the production. Proved reserves from these production sharing contracts for each of the three 
years ended December 31, 2011 are presented separately below, as well as volumes produced and received 
during 2011, 2010 and 2009 from these production sharing contracts. 


Crude Oil, Condensate & 


Natural Gas Liquids Natural Gas 
Asia 
United United and 
States Europe Africa Asia Total States Europe Africa Total 
(Millions of barrels) = = ~~~ (Millions of mcf) 
Production Sharing Contracts 
Proved Reserves* 
At December 31, 2009 ............ — — 161 68 229 — — 1,599 1,599 
At December 31, 2010 ............ — — 108 57 165 — — 1,316 1,316 
At December 31, 2011 ............ — —_— 89 46 135 — — 1,230 1,230 
Production 
2009) cdi ducpedahoaweeiabon tas — — 36 5 41 — — 136 136 
QOVO sco k Saud te ee eee wae eed — — 33 4 37 — — 130 130 
QOUL neil soda saa cia deus ss — — 23 4 27 — — 136 136 


* 


Includes natural gas liquids of 5 million barrels in 2011, 7 million barrels in 2010 and 11 million barrels in 2009. 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas Reserves 


Future net cash flows are calculated by applying prescribed oil and gas selling prices used in determining 
year-end reserve estimates (adjusted for price changes provided by contractual arrangements) to estimated future 
production of proved oil and gas reserves, less estimated future development and production costs, which are 
based on year-end costs and existing economic assumptions. Future income tax expenses are computed by 
applying the appropriate year-end statutory tax rates to the pre-tax net cash flows relating to the Corporation’s 
proved oil and gas reserves. Future net cash flows are discounted at the prescribed rate of 10%. The discounted 
future net cash flow estimates do not include exploration expenses, interest expense or corporate general and 
administrative expenses. The selling prices of crude oil and natural gas are highly volatile. The prices which are 
required to be used for the discounted future net cash flows do not include the effects of hedges and may not be 
representative of future selling prices. The future net cash flow estimates could be materially different if other 
assumptions were used. 
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United 


At December 31 Total States Europe* Africa Asia 
(Millions of dollars) 
2011 
Futtire Tevenies: 2..cnien Vea sate de dade $126,874 $33,225 $50,876 $27,299 $15,474 
Less: 
Future production costs 1.2... 0.0.0... eee eee eee 31,517 9,220 16,020 3,455 2,822 
Future development costs .............0 00 ee eee ee 17,858 5,854 7,751 1,761 2,492 
Future income tax expenses .............-000000- 43,008 7,022 16,368 16,933 2,685 
92,383 22,096 40,139 22,149 7,999 
Future net cash flows ......... 0.0.00 ce eee eee eee 34,491 11,129 = 10,737 5,150 7,475 
Less: discount at 10% annual rate .................. 14,753 6,190 4,599 1,488 2,476 
Standardized measure of discounted future net cash 
PLOWS coe eaoaiete Saat art & Bie cua Sue ae aoe eect eee $ 19,738 $ 4,939 $ 6,138 $ 3,662 $ 4,999 
2010 
Future revenues ...........ccc cece cece sees eves $ 91,336 $21,112 $36,157 $21,150 $12,917 
Less: 
Future production costs 1.2... 0... 0. cece eee eee 21,635 6,155 9,536 3,332 2,612 
Future development costs ..................0000. 13,554 3,178 6,534 1,269 2,573 
Future income tax expenses .............0-0 000s 30,250 4,423 11,745 12,173 1,909 
65,439 13,756 27,815 16,774 7,094 
Futuremnet:cash fOwWS: sé 0d see cea oe RS cS ne hes 25,897 7,356 8,342 4,376 5,823 
Less: discount at 10% annual rate .................. 10,195 3,764 3,361 1,028 2,042 
Standardized measure of discounted future net cash 
PLOW Since sce ooh sien aco ete ecehegd See ee ca ae eet toes $ 15,702 $ 3,592 $ 4,981 $ 3,348 $ 3,781 
2009 
Future revenues. 2... oc ce eet wee eee eee $ 65,275 $14,047 $20,298 $18,615 $12,315 
Less: 
Future production costs 1.2... 0... .. 0. cee eee eee eee 18,336 4,037 7,289 4,154 2,856 
Future development costs ............. 020s eee ee 11,041 2,932 3,829 1,798 2,882 
Future income tax expenses .............0-0 eee ee 17,976 2,744 5,114 8,601 1,517 
47,353 9,313 16,232 14,553 7,255 
Future net Cash Hows ei s:cs2 vic abe pana 8 OG ears aso ees 17,922 4,734 4,066 4,062 5,060 
Less: discount at 10% annualrate .................. 6,521 2,106 1,653 841 1,921 
Standardized measure of discounted future net cash 
PLOWS a aco.ce eee save: aaa: cuties  otenshans teal weeuthermeeioveae se $ 11,401 $ 2,628 $ 2,413 $ 3,221 $ 3,139 
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* At December 31, the standardized measure of discounted future net cash flows relating to proved reserves in Norway were as follows: 


2011 2010 
(Millions of dollars) 
FUtare:TEVENUES © opscg.o 8s pa BS Hod HEAR rhe PRA PANS AAO ADE A ROLE aS Re a EEE R ADEA $34,495 $23,115 
Less: 
FUCUTE PLOAUCHONECOSES) wise cespsd SARA RIOR GAS DEAR A AE OEE ORES ES ORR OME SON Re aS 10,596 4,399 
Future development COStS sc sic sini kp e0 eA RORR ERE SAPARD HERRERA RERGE NTTR EALERTS A ORR GNS 4,270 3,426 
Future inCOMe:1GX EXPENSES es ce. axcase is eginaee's GA Nob Ae HOA NG BOIS EM be BD OMe Inte Eabodee + 13,247 9,908 
28,113 17,733 
FULUTE NOE CASN LOWS: <ieiesesayscisd Bee eck aS Shs PERE At eae DAE EAS ShS Sp Sa eae ORE DOR eae eae 6,382 5,382 
Lees discount Gi LOU GAUL FALE oon C6 RS Eb wk ee Ob CE REO EFAS RE ERLE OPED OREGR REDE REDS 2,755 2,156 
Standardized measure of discounted future net cash flows .... 0.00. $ 3,627 $ 3,226 


Changes in Standardized Measure of Discounted Future Net Cash Flows Relating to Proved Oil and Gas 


Reserves 


For the Years Ended December 31 


Standardized measure of discounted future net cash flows at January 1 ... 


Changes during the year 


Sales and transfers of oil and gas produced during the year, net of production 


COSUS), 4 ssgcariin A. Gites oanine Sed ea dss Bo tad gd pea Bde Odile w Sure Rene 
Development costs incurred during year ....................0004. 


Net changes in prices and production costs applicable to future production .... 


Net change in estimated future development costs ................. 
Extensions and discoveries (including improved recovery) of oil and gas 

reserves, less related costS 2... 0... 0. cee eee 
Revisions of previous oil and gas reserve estimates ................ 
Net purchases (sales) of minerals in place, before income taxes ....... 
Accretion:of discount v3 o4.c6 yssee us Seed eee eo ede we sages oS 
Net change in income taxeS ....... 0... 0c cece eee een ees 
Revision in rate or timing of future production and other changes ..... 


2011 


2010 
(Millions of dollars) 


$15,702 $11,401 $ 


2009 


6,964 


4,673 2,992 
9,233 7,970 


(1,963) (1,678) 


1,040 356 
2,587 1,885 

(398) 3,193 
3,096 2,011 


(7,695) (6,820) (5,030) 


1,927 
7,484 
(227) 


426 
1,855 
165 
1,235 


(5,234) (5,848) (4,061) 
(1,303) 640 


663 


4,036 4,301 


4,437 


$19,738 $15,702 $11,401 
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HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 


QUARTERLY FINANCIAL DATA 
(Unaudited) 


Quarterly results of operations for the years ended December 31: 


Sales and Net 
Other Income (Loss) Diluted Net 
Operating Gross Attributable to Income (Loss) 
Revenues Profit (a) Hess Corporation per Share 
(Million of dollars, except per share data) 
2011 
First 00.0. c ccc ceccececeeceecuesees $10,215 $1,761 $ 929(b) $2.74 
Second a... cvsuds ves vie ad paras eds 9,853 1,536 607 1.78 
MOAT: ais ae peacock aegis eed acta alae shea tooad diate. ce ee 8,665 622 298 (c) 0.88 
Fourth 00.00. cccceecceceeceeeeues 9,733 1,417 (131)(d) (0.39) 
2010 
First eavcesicee ed das bw eee dea een dae es $ 9,259 $1,395 $ 538 (e) $ 1.65 
DECONG 4a ovewdasne coke de saaeated ic Ld 2 1,093 375 LAS 
MAW: sighted ae Se geal dees 7,864 672 1,154 (f) 3.52 
Fourth oo... cece cece ee eeeeeeueues 9,007 1,288 58 (g) 0.18 


(a) 


(b) 
(c) 


(d) 


(e) 


() 


(g) 


Gross profit represents sales and other operating revenues, less cost of products sold, production expenses, marketing expenses, other 
operating expenses, depreciation, depletion and amortization and asset impairments. 


Includes an after-tax gain of $310 million related to asset sales. 


Includes after-tax gains of $103 million related to asset sales, offset by an after-tax charge of $140 million related to asset impairments 
and an after-tax expense of $29 million for an increase in the United Kingdom supplementary tax rate. 


Includes an after- tax charge of $525 million related to the shutdown of the HOVENSA L.L.C. (HOVENSA) refinery in St. Croix, U.S. 
Virgin Islands. 


Includes an after-tax gain of $58 million related to an asset sale, partially offset by an after-tax charge of $7 million related to the 
repurchase of fixed-rate public notes. 


Includes an after-tax gain of $1,072 million related to an asset exchange, partially offset by after-tax charges of $347 million related to 
an asset impairment. 


Includes an after-tax charge of $289 million relating to the Corporation’s impairment of its equity investment in HOVENSA and an 
after-tax charge of $51 million related to dry hole costs. 


The results of operations for the periods reported herein should not be considered as indicative of future 


operating results. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 


Item 9A. Controls and Procedures 


Based upon their evaluation of the Corporation’s disclosure controls and procedures (as defined in 
Exchange Act Rules 13a-15(e) and 15d-15(e)) as of December 31, 2011, John B. Hess, Chief Executive Officer, 
and John P. Rielly, Chief Financial Officer, concluded that these disclosure controls and procedures were 
effective as of December 31, 2011. 


There was no change in internal controls over financial reporting identified in the evaluation required by 
paragraph (d) of Rules 13a-15 or 15d-15 in the quarter ended December 31, 2011 that has materially affected, or 
is reasonably likely to materially affect, internal controls over financial reporting. 


Management’s report on internal control over financial reporting and the attestation report on the 
Corporation’s internal controls over financial reporting are included in Item 8 of this annual report on 
Form 10-K. 


Item 9B. Other Information 


None. 
PART III 


Item 10. Directors, Executive Officers and Corporate Governance 


Information relating to Directors is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 2012. 


The Corporation has adopted a Code of Business Conduct and Ethics applicable to the Corporation’s 
directors, officers (including the Corporation’s principal executive officer and principal financial officer) and 
employees. The Code of Business Conduct and Ethics is available on the Corporation’s website. In the event that 
we amend or waive any of the provisions of the Code of Business Conduct and Ethics that relate to any element 
of the code of ethics definition enumerated in Item 406(b) of Regulation S-K, we intend to disclose the same on 
the Corporation’s website at www.hess.com. 


Information relating to the audit committee is incorporated herein by reference to “Election of Directors” 
from the registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 
2012. 
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Executive Officers of the Registrant 


The following table presents information as of February 1, 2012 regarding executive officers of the 
Registrant: 


Year Individual 


Became an 
Executive 
Name Age Office Held* Officer 
John B HESS! y «:.2skeined a bs Gendered ers 57 Chairman of the Board, Chief 1983 
Executive Officer and Director 
Gregory P) Hill 2.06 c..ee seiede cise ecuas 50 Executive Vice President and President of 2009 
Worldwide Exploration and Production 
and Director 
F. Borden Walker ..............0-000005 58 Executive Vice President and President 1996 
of Marketing and Refining and Director 
Timothy B. Goodell .................... 54 Senior Vice President and General Counsel 2009 
Lawrence H. Ornstein ................... 60 Senior Vice President 1995 
John Bi IRICMWY soos s ister deh, Waa ecanatansalatenets 49 Senior Vice President and Chief 2002 
Financial Officer 
JOM SCCM: ja iisratnacd densa ae wince alae ew 8 54 Senior Vice President 2004 
Mykel J. Ziolo ............ 0.0.0.0 0000. 59 Senior Vice President 2009 
Robert M. Biglin................200008- 47 Vice President and Treasurer 2010 


* 


All officers referred to herein hold office in accordance with the By-laws until the first meeting of the Directors following the annual 
meeting of stockholders of the Registrant and until their successors shall have been duly chosen and qualified. Each of said officers was 
elected to the office opposite his name on May 4, 2011. The first meeting of Directors following the next annual meeting of stockholders of 
the Registrant is scheduled to be held May 2, 2012. 

Except for Messrs. Hill and Goodell, each of the above officers has been employed by the Registrant or its 
subsidiaries in various managerial and executive capacities for more than five years. Prior to joining the 
Corporation, Mr. Hill served in senior executive positions in exploration and production operations at Royal 
Dutch Shell and its subsidiaries, where he was employed for 25 years. Before joining the Corporation in 2009, 
Mr. Goodell was a partner in the law firm of White & Case LLP. 


Item 11. Executive Compensation 


Information relating to executive compensation is incorporated herein by reference to “Election of 
Directors — Executive Compensation and Other Information,” from the Registrant’s definitive proxy statement 
for the annual meeting of stockholders to be held on May 2, 2012. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters 


Information pertaining to security ownership of certain beneficial owners and management is incorporated 
herein by reference to “Election of Directors — Ownership of Voting Securities by Certain Beneficial Owners” 
and “Election of Directors — Ownership of Equity Securities by Management” from the Registrant’s definitive 
proxy statement for the annual meeting of stockholders to be held on May 2, 2012. 


See Equity Compensation Plans in Item 5 for information pertaining to securities authorized for issuance 
under equity compensation plans. 
Item 13. Certain Relationships and Related Transactions, and Director Independence 

Information relating to this item is incorporated herein by reference to “Election of Directors” from the 
Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 2012. 
Item 14. Principal Accounting Fees and Services 


Information relating to this item is incorporated by reference to “Ratification of Selection of Independent 
Auditors” from the Registrant’s definitive proxy statement for the annual meeting of stockholders to be held on May 2, 
2012. 
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PART IV 
Item 15. = Exhibits, Financial Statement Schedules 
(a) 1. and 2. Financial statements and financial statement schedules 


The financial statements filed as part of this Annual Report on Form 10-K are listed in the accompanying 
index to financial statements and schedules in Item 8, Financial Statements and Supplementary Data. 


3. Exhibits 


3(1) Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 
2006 incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended 
June 30, 2006. 


3(2) By-laws of Registrant incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant dated 
February 2, 2011. 


4(1) Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain subsidiaries of 
Registrant, J.P. Morgan Chase Bank, N.A. as lender and administrative agent, and the other 
lenders party thereto, incorporated by reference to Exhibit 10(1) of Form 8-K of Registrant dated 
April 14, 2011. 


4(2) Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as 
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three 
months ended September 30, 1999. 


4(3) First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 73/,% Notes due 2009 and 77/;% Notes due 
2029, incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months 
ended September 30, 1999. 


4(4) Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 


4(5) Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002. 


4(6) Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as 
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to 
Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on 
March 1, 2006. 


4(7) Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by 
reference to Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


4(8) Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated 
by reference to Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


4(9) Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant 
filed on December 15, 2009. 


97 


4(10) 


10(1) 


10(2) 


10(3) 


10(4) 


10(5) 


10(6) 


10(7) 


10(8) 


10(9)* 


10(10)* 


10(11)* 


10(12)* 


10(13)* 


10(14)* 


Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed 
on August 12, 2010. Other instruments defining the rights of holders of long-term debt of 
Registrant and its consolidated subsidiaries are not being filed since the total amount of securities 
authorized under each such instrument does not exceed 10 percent of the total assets of Registrant 
and its subsidiaries on a consolidated basis. Registrant agrees to furnish to the Commission a copy 
of any instruments defining the rights of holders of long-term debt of Registrant and its 
subsidiaries upon request. 


Extension and Amendment Agreement between the Government of the Virgin Islands and Hess 
Oil Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant 
for the three months ended June 30, 1981. 


Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Oil 
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to 
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 


Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension 
and Amendment Agreement between the Government of the Virgin Islands and Hess Oil Virgin 
Islands Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal 
year ended December 31, 1993. 


Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998 
among Hess Oil Virgin Islands Corp., PDVSA V.I., Inc., HOVENSA L.L.C. and the Government 
of the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for 
the fiscal year ended December 31, 1998. 


Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on February 8, 2011. 


Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10- 
K of Registrant for fiscal year ended December 31, 2004. 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on May 
4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the Registrant 
dated March 25, 2011. 


Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 


Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan 
incorporated by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended 
December 31, 2006. 


Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to Mr. 
Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by reference 
to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002. 


Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal year 
ended December 31, 2004. 


2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 


First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 Long- 
term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive proxy 
statement dated March 25, 2010. 
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10(15)* 


10(16)* 


10(17)* 


10(18)* 


10(19)* 


10(20)* 


10(21)* 


10(22)* 


10(23) 


10(24) 


21 
23(1) 


23(2) 
31(1) 


31(2) 


32(1) 


Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by reference to 
Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended December 31, 2009. 


Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007. 


Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 
2009 between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of 
Form 10-Q of Registrant for the three months ended June 30, 2009. A substantially identical 
agreement (differing only in the signatories thereto) was entered into between Registrant and John 
B. Hess. 


Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s Form 10-K for the 
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the 
signatories thereto) were entered into between Registrant and other executive officers (including 
the named executive officers, other than those referred to in Exhibit 10(17)). 


Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 
2001. 


Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms 
of employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed January 7, 
2009. 


Agreement between Registrant and Timothy B. Goodell relating to his compensation and other 
terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for 
the fiscal year ended December 31, 2009. 


Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 


Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSA V.L., 
Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary of definitions) 
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant filed on November 13, 1998. 


Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of 
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant filed on 
November 13, 1998. 


Subsidiaries of Registrant. 


Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated 
February 27, 2012, to the incorporation by reference in Registrant’s Registration Statements 
(Form S-3 No. 333-157606, and Form S-8 Nos. 333-43569, 333-9485 1, 333-115844, 333-150992 
and 333-167076), of its reports relating to Registrant’s financial statements. 


Consent of DeGolyer and MacNaughton dated February 27, 2012. 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240.15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 
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32(2) Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


99(1) Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting 
Firm, dated January 31, 2012, on proved reserves audit as of December 31, 2011 of certain 
properties attributable to Registrant. 


1010NS) XBRL Instance Document 

101(SCH) XBRL Schema Document 

101(CAL) XBRL Calculation Linkbase Document 
101(LAB) XBRL Labels Linkbase Document 
101(PRE) XBRL Presentation Linkbase Document 
101(DEF) XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


(b) Reports on Form 8-K 


During the three months ended December 31, 2011, Registrant filed or furnished the following report on 
Form 8-K: 


1. Filing dated October 26, 2011 reporting under Items 2.02 and 9.01, a news release dated October 26, 
2011 reporting results for the third quarter of 2011 and furnishing under Item 7.01 and 9.01 the prepared 
remarks of John B. Hess, Chairman of the Board of Directors and Chief Executive Officer of Hess 
Corporation, and John P. Rielly, Senior Vice President and Chief Financial Officer, at a public conference 
call held October 26, 2011. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on the 27th day of February 2012. 


HESS CORPORATION 
(Registrant) 
By /s/ JOHN P. RIELLY 


(John P. Rielly) 
Senior Vice President and 
Chief Financial Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed 
below by the following persons on behalf of the Registrant and in the capacities and on the dates indicated. 


Signature Title Date 
/s/ JOHN B. HEss Director, Chairman of the Board and February 27, 2012 
John B. Hess Chief Executive Officer 
(Principal Executive Officer) 
/s/_ SAMUEL W. BODMAN Director February 27, 2012 
Samuel W. Bodman 
/s/ NICHOLAS F. BRADY Director February 27, 2012 
Nicholas F. Brady 
/s/ GREGORY P. HILL Director February 27, 2012 
Gregory P. Hill 
/s/ EpitTH E. HOLIDAY Director February 27, 2012 
Edith E. Holiday 
/s/ THOMAS H. KEAN Director February 27, 2012 
Thomas H. Kean 
/s/_ RISA LAVIZZO-MOUREY Director February 27, 2012 
Risa Lavizzo-Mourey 
/s/_ CRAIG G. MATTHEWS Director February 27, 2012 
Craig G. Matthews 
/s/_ JOHN H. MULLIN Director February 27, 2012 
John H. Mullin 
/s/ FRANK A. OLSON Director February 27, 2012 
Frank A. Olson 
/s/_ JOHN P. RIELLY Senior Vice President and Chief February 27, 2012 
John P. Rielly Financial Officer 


(Principal Financial and Accounting Officer) 


/s/ ERNST H. VON METZSCH Director February 27, 2012 
Ernst H. von Metzsch 


/s/_ F. BORDEN WALKER Director February 27, 2012 
F. Borden Walker 


/s/ ROBERT N. WILSON Director February 27, 2012 
Robert N. Wilson 
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Schedule II 
HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
VALUATION AND QUALIFYING ACCOUNTS 
For the Years Ended December 31, 2011, 2010 and 2009 


Additions 
Charged 
to Costs Charged Deductions 
Balance and to Other from Balance 
Description January 1 Expenses Accounts Reserves December 31 
(Millions of dollars) 
2011 
Losses on receivables .............0. 0000000 $ 58 $ 4 $ 1 $ 8 $ 55 
Deferred income tax valuation ................ $ 444 §$ 648 $ — $ 21 $ 1,071 
2010 
Losses on receivables ................0000 008 $ 54 $ 9 $ 1 $ 6 $ 58 
Deferred income tax valuation ................ $ 500 $ 135 $ — $ 191 $ 444 
2009 
Losses on receivables ..............000 eee $ 46 $ 13 $ — §$ 5 $ 54 
Deferred income tax valuation ................ $ 266 $ 45 $ — §$ 221 $ 500 
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Report of Independent Auditors 


The Members 
HOVENSA L.L.C. 


We have audited the accompanying balance sheets of HOVENSA L.L.C. (“the Company”) as of 
December 31, 2011 and 2010, and the related statements of operations, comprehensive loss and (accumulated 
deficit) retained earnings, and cash flows for each of the three years in the period ended December 31, 2011. 
These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. We were not engaged to perform an audit of the 
Company’s internal control over financial reporting. Our audits included consideration of internal control over 
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial 
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and 
significant estimates made by management, and evaluating the overall financial statement presentation. We 
believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of HOVENSA L.L.C. at December 31, 2011 and 2010, and the results of its operations and its cash 
flows for each of the three years in the period ended December 31, 2011 in conformity with U.S. generally 
accepted accounting principles. 


As discussed in Note | to the financial statements, the Company’s decision to shut down refining operations 
and operate as an oil storage terminal raises substantial doubt about its ability to continue as a going concern. The 
Company’s plans as to these matters are described in Note |. The 2011 financial statements do not include any 
adjustments that might result from the outcome of this uncertainty. 


Sanat ¥ LLP 


February 27, 2012 
New York, New York 
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HOVENSA L.L.C. 


Balance Sheets 


December 31 
2011 2010 
(Dollars in Thousands) 
Assets 
Current assets: 
Cash-and:cashéquivalents. «2: cach wate damarenecaw elds oedakdoded sah ous cheater es $ 42,275 $ 45,124 
Debtiservice fund % 2. des.3 shes ee tent dees aie Saeko ae ae oe Se ee dete elew ee aatNe 11,361 11,350 
Accounts receivable: 
Members..and affiliates’: ::.2:.5- 2. 6<-¢ e280 newid don baked wow dke a Gen S a ea eee eee 36,694 274,678 
Trade (less allowance in 2011 of $52,416) 2.2... 0c ccc cece n eens 104,776 98,036 
OMG s2 bb Ske pb a GR ib bars eH DS AA ARE AUS PaO DPA Dba Bee a base es 228 2,627 
MMVONLOPIGS: jared to.s5io..d.c ieee D jotngs takslastat lait. o BUR iaen abcd ude sssblsuerdediont8isyte¥ dale Re gutae ease’ lenwdud: Sem iecd lh debut biti 159,594 260,492 
Deposits.and: prepaid expenses. 2. 64.c8.8 ccc said digo be acdale ends wideeediednedoney ad ele dacoee 15,707 20,762 
SP OtAliCUrrENUASS CIS: iis s.atetcdlia.s. shod. eetann Nehinnesbyticatnyapenertdcbsses duo, dae dukes lac hesidarSs eyftghs tea ate Nosy i¥inds by acetnyi Woevides thes 370,635 713,069 
Property, plant and equipment: 
MAG ci sFoae-sschsh sector see he acs Ae asl dt: ast cance Racdcte eaetacks Vache se wie attach all abe tations Re Doe neat oh 19,315 19,315 
Refinery faCilities secs ccs b ad dcire ie eae dg Aa Da Ra ea wee wee e Ne eae aN Saas 3,012,619 2,938,071 
ONG eas, ces ctsates es eiencecusdadtee lnccseyeatsteanstn deve ecnaby nes ssdhesboteyerbrietecia fxceutstecusdesal ecsaayaae-teomda ton caatcneteneayesanachutes 108,307 104,352 
COnStTUCHON AN PLOBTESS: 6.o.6.5.5.4 2 sce wee ae duds sarees dla edhe Goda ean Ae See Ee 29,722 68,852 
MW Otal=AbiCOSE 5.5.4.3. ele eas gel ate gee Re hth Rtas deihale, Maylene le tars ees Geass eee ae epee 3,169,963 3,130,590 
Less accumulated depreciation: 2... 04-ccs-ccs aaa cea aed bee ene ene deeud bebe oda caus (3,169,963) (1,143,269) 
Property, plant and equipment—net ....... 0... ccc nent eens — 1,987,321 
COUMEE ASSELS) << xonstsss-ayecugieasse db otyeete hes tsetse ngtareue atau ater av Guid incdy ties Sod Me Aha ohrerteck Su incase ase are atone 10,374 26,793 
MN Ota ASSES: \s,3.2)3. decors acd aceise aw cen apie Ree ened oA aa Hea ba toa eae nine $ 381,009 $ 2,727,183 


Liabilities and members’ equity 
Current liabilities: 
Accounts payable: 


Members and attiliatess os. oiccs.tdvecn lesbos: es avs: iou ab Soveues len dod dav lsct asia avert leetle, tsy'sue daviobcibyl-sseeees ieee $ 423,706 $ 584,230 
PRAGG sx.) Sess sheets bcos a) bod ia Wh, dcttidedtote dts oh ewetanting cts Eeuttose eos bo bah Ral vacant hatte done See tsar 346,917 404,031 
‘Tax-exempt revenue bonds: iss.cscccw cca ai ast tntGaae eta tebe he teee ge eaeeees 355,683 — 
Payable to members for financial support ... 2.0... eens 654,000 — 
Accrucdiliabilitiesy 2g: 4.2-4..4,04.6.r0n%ue ese oe ona theenie bie oa ese ow esse Seed aee 76,480 10,710 
Taxes payables a. e sce stir avid hain ee a Ge anda ag Anan aint! dab pad ae Ade ee ees 1,459 1,968 
Total: current: liabilities 2-5 +.6-s4.0.05-03 aatie Hs Sie BA weed OA Hae oe ee Abe CAR eae PUES 1,858,245 1,000,939 
Long term: debt 5.250 b iss ch eit che Rk eRe ee SPM GRE aha ce heated dich aces ene Lee ea —_— 705,683 
Other Nabwites s.o.3.08 cts 6 edie denen dw ecie ee Tosa wih ON eee eS Ebel S eal 115,223 135,666 
Total Wate 5 ee acee cxcace ei eaeles Patel aden ance odin, artce abies on ae ee ene Rng hee re arent 1,973,468 1,842,288 
Members’ equity: 
Members’ initial investMent: <...2.¢4-:i5-c88.e0-d dsaG eee see eke a Ta HES Pee eee 1,343,429 1,343,429 
AGCHMmUMAted GPCR cg. docs. cites. dover loc penesisneh souls iotine derouaet i eonudsdy desc tbc scanitaletedeen Nek eantcbwen bcd Sateecbaded (2,898,232) (410,980) 
Accumulated other comprehensive loss ..........6 00 ce cece eee e eee teens (37,656) (47,554) 
Motal MEMDSrS”SQUITY. hs pseioss pig x. eersutniade ay asm mcdeatAe astesa.rdoteaeatedarsasnia Boman antuaeciesgah deem ogae auiechnleyracevae au (1,592,459) 884,895 
Total liabilities and members’ equity ............00. 0.0 $ 381,009 $ 2,727,183 


See accompanying notes to financial statements. 
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and (Accumulated Deficit) Retained Earnings 


Year ended December 31 


2011 2010 2009 
(Dollars in Thousands) 

DAlSS® sais eee ehid ne ahaha Medians whereas bees ES eG era dew one els $13,126,326 $12,258,297 $10,048,271 
Operating expenses: 

PFOGUCE COSTS! 6 5.4 dcinetidn doled bdo chee ed ebro bt tee Tetris 12,803,408 11,926,310 9,782,220 

Operating OxXpemses: accu eid eked Shad cele ee Dele es ae 554,516 586,336 548,265 

Depreciation and amortization ......... 0.0... eee eee eee eee 128,403 142,503 139,854 

Asset impairments and shutdown related charges ............. 2,072,600 — — 
Total operating expenses .... 0.2... cece eee eee 15,558,927 12,655,149 10,470,339 
Operatin’ 1OSS:. x: ¢2%0.554 ed eed Boek Re ee Dae e (2,432,601) (396,852) (422,068) 
Other non-operating income (expense): 

INterestexPeNnse «ios ch tesss cia S ee ew le aedenedowdd dena (38,689) (25,904) (22,299) 

Oer SXpense; Nts: 4:0 sy ieee a ieaada aed eae ada Me Gta en > (15,962) (15,173) (6,858) 
NG@C1OSS) v2. oo FR ee we hee BGs Ko ew eee i OS $ (2,487,252) (437,929) $ (451,225) 
Components of comprehensive (loss) income: 

Net loSS: 3.6 scagamcaes. eee Soe bed wea eee eo ee $ (2,487,252) (437,929) $ (451,225) 

Change in retirement plan liabilities .....................02. (9,898) 1,789 (18,021) 
Comprehensive loss ...............0 00.0 c eee eee eens $ (2,497,150) (436,140) $ (469,246) 
(Accumulated deficit) retained earnings: 

Opening balance: si.5. 54544 hs da nd a tea ae see ageee aha eae $ (410,980) 26,949 $ 478,174 

Netloss vscssi6 besvad oa eee bee ds Pea eee eee ees (2,487,252) (437,929) (451,225) 
Closing balance ............ 2.0.00. c cece ees $ (2,898,232) (410,980) $ 26,949 


See accompanying notes to financial statements. 
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Cash flows from operating activities 
INGEIOSS ink s0hcke dad ds ode ese Bea Oe de oe ee ae 
Adjustments to reconcile net loss to net cash provided by operating 
activities: 

Depreciation and amortization ......... 0.0... c eee eee eee 
Asset impairments and shutdown related charges ............... 
Decrease (increase) in accounts receivable .................004. 
Decrease in inventories ... 0.0.0... cece eee eens 
Increase in deposits and prepaid expenses ...............0-000- 
Decrease in other assets 2... 0... cece eee eee eens 
(Decrease) increase in accounts payable and accrued liabilities ..... 
(Decrease) increase in taxes payable ............. 0.02 e eee eee 
(Decrease) increase in other liabilities ................ 00.0000 


Net cash provided by (used in) operating activities .................. 


Cash flows from investing activities 
Capital - expenditures ...ocssitadootieeest de beta eked bee hekeee 


Net cash used in investment activities .......... 00.00. e eee eee eee 


Cash flows from financing activities 

Increase in restricted cash ... 1... eee ee tee eens 
(Decrease) increase in long-term debt, net .......... 0.0.0.0. eee eee 
Increase in payable to members for financial support ................ 


Net cash provided by (used in) financing activities .................. 


Net (decrease) increase in cash and cash equivalents .............. 
Cash and cash equivalents at beginning of the year ............... 


Cash and cash equivalents at end of the year ..................... 


Year ended December 31 


2011 


2010 


2009 
(Dollars in Thousands) 


$(2,487,252) $(437,929) $(451,225) 


128,403 142,503 139,854 
2,072,600 — = 
181,227 (104,173) (118,026) 
65,698 16,043 203,224 
(510) (55) (410) 
16,419 26,695 21,748 
(218,068) 47,343 274,546 
(509) 143 124 
(25,473) (2,798) 13,926 
(267,465) (312,228) 83,761 
(39,373) (70,206) — (80,700) 
(39,373) (70,206) — (80,700) 
(11) (17) (16) 
(350,000) = 350,000 = 
654,000 — = 
303,989 349,983 (16) 
(2,849) = (32,451) 3,045 
45,124 77,575 74,530 


$ 42,275 $ 45,124 $ 77,575 


See accompanying notes to financial statements. 
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1. Basis of Financial Statements and Significant Accounting Policies 
Nature of Business 


Background: HOVENSA L.L.C. (the “Company” or “HOVENSA”) was formed as a 50/50 joint venture 
between subsidiaries of Petroleos de Venezuela, SA. (“PDVSA”) and Hess Corporation (“Hess”), to own and 
operate the Company’s refinery located in St. Croix, United States (U.S.) Virgin Islands. The Company’s 
members are PDVSA V.L, Inc., a subsidiary of PDVSA, and Hess Oil Virgin Islands Corp. (“HOVIC”), a 
subsidiary of Hess. The Company purchases crude oil from PDVSA, Hess and third parties. It manufactures and 
sells petroleum products primarily to PDVSA and Hess. 


HOVENSA operates under a Concession Agreement with the Government of the U.S. Virgin Islands. The 
original Concession Agreement was entered into on September 1, 1965 and the Third Amendment to the 
Concession Agreement is due to expire on August |, 2022. The Concession Agreement can be extended with 
Virgin Islands government approval which has occurred on two previous occasions. 


Recent Events — Shutdown of Refinery: In December 2011, the Company’s members reached agreement 
to commence the shutdown of refining operations effective January 18, 2012, and operate as an oil storage 
terminal. As a result of this decision, the Company recorded non-cash charges totaling $2,072,600 in December 
2011 to fully impair its property, plant and equipment and recognize certain other expenses related to the 
shutdown decision. In conjunction with the refinery shutdown, the Company plans to liquidate its refined product 
inventory, redeem its outstanding debt, and settle or dispose of certain other liabilities. 


Basis of Presentation and Going Concern 


The accompanying financial statements of HOVENSA have been prepared in conformity with United States 
generally accepted accounting principles (“U.S. GAAP”). These financial statements have been prepared 
assuming HOVENSA will continue as a going concern. As further explained in Notes 2 and 3 below, the 
Company has fully impaired its property, plant and equipment and recorded certain refinery shutdown costs at 
December 31, 2011. Additional financial support from the members will be required to fund expenditures for the 
refinery shutdown and conversion to an oil storage terminal in 2012. There is no assurance that any or all of the 
member financial support will be provided by the members. Absent member support it is unlikely HOVENSA’s 
operations would be able to continue. 


Use of Estimates 


In preparing financial statements in conformity with U.S. GAAP, management makes estimates and 
assumptions that affect the reported amounts of assets and liabilities in the balance sheet and revenues and 
expenses in the statement of operations. Actual results could differ from those estimates. Among the estimates 
made by management are asset impairments, refinery shutdown costs, inventory and other asset valuations, legal 
and environmental obligations and pension liabilities. 


Revenue Recognition 


The Company recognizes revenues from the sale of petroleum products when title passes to the customer, 
which generally occurs when products are shipped or delivered in accordance with the terms of the respective 
sales agreements. 


Cash and Cash Equivalents 


Cash equivalents consist of highly liquid investments, which are readily convertible into cash and have 
maturities of three months or less when acquired. 
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Debt Service Fund 

The debt service fund is cash held by a trustee representing six months of interest and fees payable on the 
Company’s outstanding tax-exempt revenue bonds. 
Inventories 

Inventories of crude oil and refined products are valued at the lower of last-in, first-out (“LIFO”) cost or 
market. Inventories of materials and supplies are valued at the lower of average cost or market. 
Depreciation 


Depreciation of refinery facilities is determined principally on the units-of-production method based on 
estimated production volumes. Depreciation of all other equipment is determined on the straight-line method 
based on estimated useful lives. 


Maintenance and Repairs 


Maintenance and repairs are expensed as incurred including costs of refinery turnarounds. Capital 
improvements are recorded as additions to property, plant and equipment. 


Impairment of Long-Lived Assets 


Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the assets may not be recoverable. The impairment recognized is the amount by which the 
carrying amount exceeds the estimated fair market value of the assets. 


Asset Retirement Obligations (ARO’s) 


ARO’s must be recorded at fair value in the period in which it is determined that a legal obligation exists 
and a reasonable estimate of the fair value of the liability can be made. 


Environmental Expenditures 


Liabilities for future remediation costs are recorded when environmental assessments or remedial efforts are 
probable and the costs can be reasonably estimated. Other than for assessments, the timing and magnitude of 
these accruals generally are based on the completion of investigations or other studies or a commitment to a 
formal plan of action. Environmental liabilities are based on best estimates of probable undiscounted future costs 
using currently available technology and applying current regulations. Such accruals are adjusted as further 
information develops or circumstances change. Recoveries of environmental remediation costs from other parties 
are recorded as assets when their receipt is deemed probable. The Company capitalizes environmental 
expenditures that increase the life of property or reduce or prevent environmental contamination. 


Income Taxes 

The Company is a limited liability company and, as a result, income taxes are the responsibility of the 
members. Accordingly, no effect of income tax has been recognized in the accompanying financial statements. 
Retirement Plans 


The Company recognizes on its balance sheet the underfunded status of its defined benefit retirement plans 
measured as the difference between the fair value of plan assets and the benefit obligations. The benefit 
obligation is the projected benefit obligation in the case of the non-contributory defined benefit pension plan and 
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the projected post-retirement benefit obligation for the post-retirement medical plan. The Company recognizes 
the net changes in the plan assets and benefit obligations of its defined benefit retirement plans in the year in 
which such changes occur. 


Prior service costs and gains and losses in excess of 10% of the greater of the benefit obligation or the 
market value of assets are amortized over the average remaining service period of active employees. 


The determination of the obligations and expenses related to these plans are based on several actuarial 
assumptions, the most significant of which relate to the discount rate for measuring the present value of future 
plan obligations; expected long-term rates of return on plan assets and rate of future increases in compensation 
levels. These assumptions represent estimates made by the Company, some of which can be affected by external 
factors. 


Subsequent Events 


Subsequent events have been evaluated through February 27, 2012. 


2. Asset Impairment and Refinery Shutdown Related Charges 


On January 18, 2012, HOVENSA announced the decision to shut down its refinery operations after recently 
experiencing substantial operating losses due to global economic conditions and competitive disadvantages 
versus other refiners. Such losses were incurred despite efforts to improve operating performance by reducing 
refining capacity to 350,000 from 500,000 barrels per day in the first half of 2011. Operating losses were also 
projected to continue. The Company prepared an impairment analysis as of December 31, 2011, which indicated 
that undiscounted future cash flows would not recover the carrying value of its assets. As a result, the Company 
recorded an impairment charge of $1,900,349 representing the difference between the carrying value and the 
estimated fair market value of property, plant and equipment at December 31, 2011. Estimated fair value was 
determined based on discounted future cash flows (a Level 3 fair value measure). In addition, the Company 
recorded other charges related to the decision to shut down the refinery totaling $172,251, including recognition 
of legally required employee and contractor severance costs and a reduction in carrying value of warehouse 
inventory and other assets. 


3. Future Refinery Shutdown Expenditures 


The Company is expected to incur substantial additional refinery shutdown costs in excess of amounts that 
can be accrued at December 31, 2011 under US GAAP, including costs related to the cleaning and preservation 
of refinery process equipment and tanks, tank bottom sludge disposal, enhanced employee and contractor 
severance and benefits, estimated losses on long-term contracts and other costs. After liquidation of current 
assets and liabilities, the Company estimates total future cash funding of approximately $900,000 will be 
required to settle all obligations, with the substantial majority to be incurred in 2012. 


4. Related Party Transactions 


During 2011, HOVENSA received financial support from its members by delaying the normal timing of 
payments to PDVSA for crude oil purchases, as well as accelerating payments from Hess for refined product 
sales. At December 31, 2011, interest bearing financial support from both members totaling $654,000 is recorded 
as a current liability in the balance sheet. 


Through the shutdown of refining operations, the Company had long-term crude oil supply agreements with 
Petroleum Marketing International (“Petromar’’) a subsidiary of PDVSA, under which Petromar agreed to sell to 
HOVENSA a monthly average of 155,000 barrels per day of Mesa crude oil and 115,000 barrels per day of 
Merey crude oil. The Company also had a product sales agreement with Hess and Petromar that required Hess 
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and Petromar each to purchase after any sales of refined products by HOVENSA to third parties, 50% of 
HOVENSA’s gasoline, distillate, residual fuel and other products at market prices. 


A summary of all material transactions between the Company, its members and affiliates follows: 


a eee, 
Sale of petroleum products: 
GSS ech bi 2st othe debated ted hie ee eae $3,805,821 $4,307,112 $3,658,885 
PDVSA. 2254 densb pecs Gil ceneeeeehess ee and ie eee 3,937,571 4,254,761 3,753,201 
Purchases of crude oil and products: 
IGS Ses tecdeestey eat st sesseeeieed. Reticdeesds Gide heed ended aap oranda smote ate 709,570 607,040 529,529 
PDVSA® oi25 hig GetibdbedeMwiese Matetisniecddd 6,412,491 6,214,869 5,198,735 
Administrative service agreement fee paid to Hess ...... 4,018 6,481 6,686 
Marine revenues received from PDVSA and Hess ....... 567 911 1,854 
Bareboat charter of tugs and barges paid to HOVIC ..... 2,873 3,161 3,415 
5. Inventories 
Inventories as of December 31 were as follows: 
2011 2010 
Crude: oll pages igtdit ee sieh te Ace ee lah dot ee eake bomen eae $ 183,345 $ 261,130 
Refined and other finished products ............ 0.0.0... 000 e eee ee eee 657,914 670,684 
Less. LIFO adjustment voce os ceees ok Ak Ghetae ob ea nd sal eae (734,177) (759,818) 
107,082 171,996 
Materials: and supphtes. .s0..24c0c0h tee e ne dete ered eee eee ee 52,512 88,496 
SOUAM  ihis dese htaneeteaeesa at acute, sastistacd, rahe a Ee atare Gin ater a auioat a arahoa ete tenaeceaeoks $ 159,594  $ 260,492 


During 2011 and 2010, a reduction of inventory quantities resulted in a liquidation of LIFO inventories 
carried at below market costs, which decreased net operating losses by approximately $268,397 and $110,432 
respectively. During 2012, the Company intends to liquidate its remaining crude oil, refined and other finished 
products inventory. 


6. Tax Exempt Revenue Bonds and Other Long-term Debt 


Outstanding borrowings at December 31 consist of the following: 


2011 2010 
General Purpose Revolving Credit Facility .....................00000, $ — $350,000 
Tax-exempt revenue bonds (issued in 2002) at 6.50% ......... 0... c eee 126,753 126,753 
Tax-exempt revenue bonds (issued in 2003) at 6.125% ........... 000000. 74,175 74,175 
Tax-exempt revenue bonds (issued in 2004) at 5.875% ............022005 50,660 50,660 
Tax-exempt revenue bonds (issued in 2007) at 4.70% 1.2.0.0... ec eee eee 104,095 104,095 
Total long-term debt ......... 00.00 e eee eee $355,683 $705,683 


On January 23, 2012, the Company commenced a cash tender offer for any and all of the $355,683 
outstanding tax-exempt revenue bonds. The terms of the tender offer include a purchase price at par value, plus 
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accrued but unpaid interest up to the purchase date, subject to the terms of the offering document. See Note 10, 
Subsequent Event, for the results of the tender. 


HOVENSA had a 5-year $400,000 revolving credit facility until December 30, 2011, when it repaid 
outstanding borrowings and terminated the revolving credit facility. There were $350,000 of outstanding 
borrowings on this facility at December 31, 2010. The agreement was collateralized by the physical assets and 
certain material contracts of the Company. 


7. Environmental Matters 


In 2011, the Company signed a Consent Decree with the U.S. Environmental Protection Agency (EPA) 
which among other things requires the Company to install equipment and implement additional operating 
procedures to reduce emissions over the next 10 years. The cost of installing this equipment is expected to be 
approximately $700,000. Since the refining facilities will be shut down in 2012, with subsequent operation as an 
oil storage terminal, the Company believes it will not be required to make material expenditures as outlined in 
the Consent Decree. Under the terms of the Consent Decree, the Company paid a penalty of $5,375 in 2011. 


In the normal course of its business, the Company records liabilities for future environmental remediation 
expenditures when such environmental obligations are probable and reasonably estimable. 


The Company is required to provide financial assurance to the EPA in connection with various forms of 
environmental compliance. The required financial assurance totals approximately $48,000 at December 31, 2011 
and must be met by establishing a trust fund, posting a letter of credit or similar measures. If the Company is 
unable to fulfill its financial assurance requirements, it anticipates its members will provide the necessary 
support. 


8. Contingencies 


The Company is subject to loss contingencies with respect to various lawsuits, claims and other 
proceedings, including environmental matters. A liability is recognized in the Company’s financial statements 
when it is probable a loss has been incurred and the amount can be reasonably estimated. If the risk of loss is 
probable, but the amount cannot be reasonably estimated or the risk of loss is only reasonably possible, a liability 
is not accrued; however, the Company discloses the nature of those contingencies. In management’s opinion, 
based upon currently known facts and circumstances, the outcome of such loss contingencies will not have a 
material adverse effect on the Company’s financial condition, results of operations and cash flows. 
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9, Retirement Plans 


The Company has a funded non-contributory, defined benefit pension plan for substantially all of its 
employees. The plan provides defined benefits based on years of service and final average salary. At 
December 31, 2011, the actuarial assumptions for the determination of the projected benefit obligation reflect the 
pending refinery shutdown. The non-contributory defined benefit pension plan will remain in place and meet 
future obligations in accordance with terms of the plan, but terminated employees will cease to earn service 


toward future benefits. 


The following table reconciles the projected benefit obligation and fair value of plan assets and shows the 


funded status of the pension plan: 


a ne 

Reconciliation of projected benefit obligation: 

Benefit obligation at January 1.1... 0.2... eee $116,572 $100,703 

DELVICE COSIS: gic x cess, eahechut dees. hace adedndecsiaes acted See, deans ad dee he acd 9,243 8,964 

Interest COStS -.sceeiel.c8-bai esos lA eee le ead oo aad de See Se 6,373 5,683 

Actiiatial: (Sain) 1OSS' « 6.5.4.5. tic say Gace eave race Beecpaact ge ataecans bia mega a eaiea ean (1,403) 3,057 

Benefit: payMentsy s.0034.0i00ad boeken eto ee ieee a nese eae ee deeds (2,218) (1,835) 
Projected benefit obligation at December 31 ........... 0.0.00 .00 202 128,567 116,572 
Reconciliation of fair value of plan assets: 

Fair value of plan assets at January 1 «1.2.2... ee eee ee 72,400 50,971 

Actual return on plan assets... 0... 0. ee cee ee 1,809 7,444 

Employer contributions .......... 00.0.0 ccc eee 12,760 15,820 

d=) 012) BLS) 0: NYGUE (=) 1110s) ear er ae re rede (2,218) (1,835) 
Fair value of plan assets at December 31 ............. 00.00.00 .0000 0005 84,751 72,400 
Funded status (plan assets less benefit obligation) ...................04. (43,816) (44,172) 
Unrecognized net actuarial loss 2... 0.0... eee eee 36,367 36,049 
Net amount recognized ... 0.0... . cece eee ett e eens $ (7,449) $ (8,123) 


The accumulated benefit obligation was $124,769 at December 31, 2011 and $93,208 at December 31, 


2010. 


Components of funded pension expense consist of the following: 


2011 2010 2009 
SeRVICE:COSE net Hecahee seal ok ee ote edhe det dand te oS $ 9,243 $ 8,964 $ 7,133 
TNterest:COSt a.é.ciece)s: db ececeiers c.Gueve: ecp-qig ene eiede d Gogra eceopu eoecewereiecec aud 6,373 5,684 4,493 
Expected return on plan assets ..... 0.0.0.0 cece eee eee eee (5,427) (4,095) (3,180) 
Amortization of unrecognized net actuarial losses .............. 1,896 1,944 2,937 
Net periodic benefit cost 2.0.0... 0.0... cece ee eee $12,085 $12,497 $11,383 
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The actuarial assumptions used in the Company’s pension plan were as follows: 


2011 2010 2009 


Assumptions used to determine benefit obligations at December 31: 
DisCOUNUTate: evce tied sod oa dekey eect ce oe etree FAS weenie dskt be aed 4.40% 5.60% 6.00% 


Rate of compensation increase ..... 0.0... eee ee 4.20 4.20 4.20 


Assumptions used to determine net costs for years ended December 31: 


DiscOunUTate: wvcdcei asi doeey oa Mie bat ede tues (esse eee Ae bad 5.60 6.00 6.00 
Expected return on plan assets ....... 0... ee eee eee ce eee eee 7.00 7.00 7.50 
Rate of compensation increase .... 2.0.2... cee eee 4.20 4.20 4.20 


The assumptions used to determine net periodic benefit cost for each year were established at the end of 
each previous year while the assumptions used to determine benefit obligations were established at each year- 
end. The net periodic benefit cost and the actuarial present value of benefit obligations are based on actuarial 
assumptions that are reviewed on an annual basis. The discount rate is developed based on a portfolio of high- 
quality fixed-income investments that matches the maturity of the plan obligations. The overall expected return 
on plan assets is developed from the expected future returns for each asset category, weighted by the expected 
allocation of pension assets to that asset category. The Company engages an independent investment consultant 
to assist in the development of expected returns. 


The Company’s pension plan assets by category are as follows: 


2011 2010 
Asset category 
Equity S€CUnteS!2. 06.01.08 as shoes 6450905 Bed po ees stead as Poke ks see DE ey 56% 57% 
Debt:s@eurities: ec. siccaae cae eek gia gine da fa dkaede eh dene eee a4 4 = 4 
Total ssiscde bak ckne dawnt ite 88g bib te ed a be ha oat ae hoe ees 100% 100% 


The target investment allocations for the plan assets are 55% equity securities and 45% debt securities. 
Asset allocations are rebalanced on a regular basis throughout the year to bring assets to within a 2-3% range of 
target levels. Target allocations take into account analyses performed by the Company’s pension consultant to 
optimize long-term risk/return relationships. All assets are highly liquid and may be readily adjusted to provide 
liquidity for current benefit payment requirements. 


For purposes of valuing pension investments, a hierarchy for the inputs is used to measure fair value based 
on the source of the input, which generally range from quoted prices for identical instruments in a principal 
trading market (Level 1) to estimates determined using related market data (Level 3). The following is a 
description of the valuation methodologies used for the investments measured at fair value, including the general 
classification of such instruments pursuant to the valuation hierarchy. 
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The following tables provide the fair value hierarchy of the financial assets of the qualified pension plan as 
of December 31, 2011 and 2010: 


Level 1 Level 2 Level 3 

December 31, 2011 

Cash and Short-term Investment Funds ....................0. $ — $ 329 $ — 
US; Equities: (DOMeStC):: soc sak ds eh asain ew ee eee eee 38,872 — — 
International Equities (Non-U.S.) 2.0.0... 0. cee ee 8,338 — — 
Debt SeCuries 2 .ccsea cit cccacdidd son ede woes Leela eae ewe ee anes 37,212 — — 
Ota ls fe asics Geis os ee acca gb deseneen acces aes at een gee ees $ 84,422 $ 329 $ — 
December 31, 2010 

Cash and Short-term Investment Funds ..................0.0. $ — $ 482 — 
U.S. Equities (Domestic)... 0.0... ee eens 33,273 — — 
International Equities (Non-U.S.) 0.0.0.0... eee eee 7,413 a — 
Debt: SECurities: 22. ..n0.bsets seas Seed BA ee GR a ee ES 31,275 — — 
Total oo... cece cece ec eee eee e ene eeeenneaeeanees $ 71,961 $ 482 $ — 


Cash and short-term investment funds consist of cash on hand, which is invested in a short-term investment 
fund that provides for daily investments and redemptions and is valued and carried at a $1 net asset value (NAV) 
per fund share. 


Equities consist of registered mutual fund investments whose diversified holdings primarily include 
common stock securities issued by U.S. and non-U.S. corporations, respectively. Mutual fund shares are valued 
daily, with the NAV per fund share published at the close of each business day. These investments are classified 
as Level 1. 


Fixed income securities consist of registered mutual fund investments whose diversified holdings primarily 
include U.S. Treasury securities, corporate bonds and mortgage backed securities. 


HOVENSA has budgeted contributions of approximately $15,000 to its funded Pension Plan in 2012. 


Estimated future pension benefit payments, which reflect expected future service, are as follows: 


a as seteced eo case eereghe hte sah Se cds av eral Sh ncaa eewbciacier ah ind des ara date agua que aaaauns traniriaarted db asatayeieus teiatare $ 4,041 
DI asscchcsd th sasca vapstseh phe se Acstacente th isn poeta oes ante ones cat cay s estar Sith iby esehcctane pach ahs eeicavasdecadcrd eldet  denaeuesea te Ae 4,911 
DOU 9582.5 aa R AG BS RE AGES CSA ER DADE Pe Da des bE, a RED oO owe 5,033 
DOWNS esd geki de dadand Sea Boe denacth GG arp eodearavare OWE fod WE REE | OGD ard arb -S Soda bah mredrderade Gouvernd nn 5,115 
DOM Gy a5. 5.5 sie deatece eRe a hea Bae ered Seti se Ra OS Wasa had Bead keh A eden, Baa RA ya ae eee 5,174 
Years: 2017 to 2020 4660.4 ea 6 gevarrdsas $4 0 Ha Se Harare ESSA Hk Hea arden ocd 27,199 


The Company also maintains an unfunded post-retirement medical plan that provides health benefits to 
certain qualified retirees from ages 55 through 65. The projected benefit obligation for this plan was 
approximately $11,864 as of December 31, 2011 and $19,240 as of December 31, 2010. The decrease in the 
projected benefit obligation includes a change in actuarial assumptions to reflect the pending refinery shutdown. 
This plan will also remain in place and meet future obligations in accordance with terms of the plan, but 
terminated employees will cease to earn service toward future benefits. 


10. Subsequent Event 


On February 21, 2012, HOVENSA purchased $355,453 of its tax-exempt revenue bonds at par following 
the close of its previously announced tender offer. 
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EXHIBIT INDEX 


Restated Certificate of Incorporation of Registrant, including amendment thereto dated May 3, 
2006 incorporated by reference to Exhibit 3 of Registrant’s Form 10-Q for the three months ended 
June 30, 2006. 


By-laws of Registrant incorporated by reference to Exhibit 3(1) of Form 8-K of Registrant dated 
February 2, 2011. 


Five-Year Credit Agreement dated as of April 14, 2011, among Registrant, certain subsidiaries of 
Registrant, J.P. Morgan Chase Bank, N.A. as lender and administrative agent, and the other 
lenders party thereto, incorporated by reference to Exhibit 10(1) of Form 8-K of Registrant dated 
April 14, 2011. 


Indenture dated as of October 1, 1999 between Registrant and The Chase Manhattan Bank, as 
Trustee, incorporated by reference to Exhibit 4(1) of Form 10-Q of Registrant for the three 
months ended September 30, 1999. 


First Supplemental Indenture dated as of October 1, 1999 between Registrant and The Chase 
Manhattan Bank, as Trustee, relating to Registrant’s 73/,% Notes due 2009 and 77/,% Notes due 
2029, incorporated by reference to Exhibit 4(2) to Form 10-Q of Registrant for the three months 
ended September 30, 1999. 


Prospectus Supplement dated August 8, 2001 to Prospectus dated July 27, 2001 relating to 
Registrant’s 5.30% Notes due 2004, 5.90% Notes due 2006, 6.65% Notes due 2011 and 
7.30% Notes due 2031, incorporated by reference to Registrant’s prospectus filed pursuant to 
Rule 424(b)(2) under the Securities Act of 1933 on August 9, 2001. 


Prospectus Supplement dated February 28, 2002 to Prospectus dated July 27, 2001 relating to 
Registrant’s 7.125% Notes due 2033, incorporated by reference to Registrant’s prospectus filed 
pursuant to Rule 424(b)(2) under the Securities Act of 1933 on March 1, 2002. 


Indenture dated as of March 1, 2006 between Registrant and The Bank of New York Mellon as 
successor to JP Morgan Chase, as Trustee, including form of Note. Incorporated by reference to 
Exhibit 4 to Registrant’s Form S-3ASR filed with the Securities and Exchange Commission on 
March 1, 2006. 


Form of 2014 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase as Trustee. Incorporated by 
reference to Exhibit 4(1) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


Form of 2019 Note issued pursuant to Indenture, dated as of March 1, 2006, among Registrant 
and The Bank of New York Mellon, as successor to JP Morgan Chase, as Trustee. Incorporated 
by reference to Exhibit 4(2) to Registrant’s Form 8-K filed with the Securities and Exchange 
Commission on February 4, 2009. 


Form of 6.00% Note, incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant 
filed on December 15, 2009. 


Form of 5.60% Note incorporated by reference to Exhibit 4(1) to the Form 8-K of Registrant filed 
on August 12, 2010. Other instruments defining the rights of holders of long-term debt of 
Registrant and its consolidated subsidiaries are not being filed since the total amount of securities 
authorized under each such instrument does not exceed 10 percent of the total assets of Registrant 
and its subsidiaries on a consolidated basis. Registrant agrees to furnish to the Commission a copy 
of any instruments defining the rights of holders of long-term debt of Registrant and its 
subsidiaries upon request. 


Extension and Amendment Agreement between the Government of the Virgin Islands and Hess 
Oil Virgin Islands Corp. incorporated by reference to Exhibit 10(4) of Form 10-Q of Registrant 
for the three months ended June 30, 1981. 


Restated Second Extension and Amendment Agreement dated July 27, 1990 between Hess Oil 
Virgin Islands Corp. and the Government of the Virgin Islands incorporated by reference to 
Exhibit 19 of Form 10-Q of Registrant for the three months ended September 30, 1990. 
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Technical Clarifying Amendment dated as of November 17, 1993 to Restated Second Extension 
and Amendment Agreement between the Government of the Virgin Islands and Hess Oil Virgin 
Islands Corp. incorporated by reference to Exhibit 10(3) of Form 10-K of Registrant for the fiscal 
year ended December 31, 1993. 


Third Extension and Amendment Agreement dated April 15, 1998 and effective October 30, 1998 
among Hess Oil Virgin Islands Corp., PDVSA V.L., Inc., HOVENSA L.L.C. and the Government 
of the Virgin Islands incorporated by reference to Exhibit 10(4) of Form 10-K of Registrant for 
the fiscal year ended December 31, 1998. 


Incentive Cash Bonus Plan description incorporated by reference to Item 5.02 of Form 8-K of 
Registrant filed on February 8, 2011. 


Financial Counseling Program description incorporated by reference to Exhibit 10(6) of Form 10- 
K of Registrant for fiscal year ended December 31, 2004. 


Hess Corporation Savings and Stock Bonus Plan incorporated by reference to Exhibit 10(7) of 
Form 10-K of Registrant for fiscal year ended December 31, 2006. 


Performance Incentive Plan for Senior Officers, as amended, as approved by stockholders on May 
4, 2011, incorporated by reference to Annex A to the definitive proxy statement of the Registrant 
dated March 25, 2011. 


Hess Corporation Pension Restoration Plan dated January 19, 1990 incorporated by reference to 
Exhibit 10(9) of Form 10-K of Registrant for the fiscal year ended December 31, 1989. 


Amendment dated December 31, 2006 to Hess Corporation Pension Restoration Plan incorporated 
by reference to Exhibit 10(10) of Form 10-K of Registrant for fiscal year ended December 31, 
2006. 


Letter Agreement dated May 17, 2001 between Registrant and John P. Rielly relating to Mr. 
Rielly’s participation in the Hess Corporation Pension Restoration Plan, incorporated by reference 
to Exhibit 10(18) of Form 10-K of Registrant for the fiscal year ended December 31, 2002. 


Second Amended and Restated 1995 Long-term Incentive Plan, including forms of awards 
thereunder incorporated by reference to Exhibit 10(11) of Form 10-K of Registrant for fiscal year 
ended December 31, 2004. 


2008 Long-term Incentive Plan, incorporated by reference to Annex B to Registrant’s definitive 
proxy statement filed on March 27, 2008. 


First Amendment dated March 3, 2010 and approved May 5, 2010 to Registrant’s 2008 Long- 
term Incentive Plan, incorporated by reference to Annex B of Registrant’s definitive proxy 
statement dated March 25, 2010. 


Forms of Awards under Registrant’s 2008 Long-term Incentive Plan incorporated by reference to 
Exhibit 10(14) of Registrant’s Form 10-K for the fiscal year ended December 31, 2009. 


Compensation program description for non-employee directors, incorporated by reference to 
Item 1.01 of Form 8-K of Registrant filed on January 4, 2007. 


Amended and Restated Change of Control Termination Benefits Agreement dated as of May 29, 
2009 between Registrant and F. Borden Walker, incorporated by reference to Exhibit 10(1) of 
Form 10-Q of Registrant for the three months ended June 30, 2009. A substantially identical 
agreement (differing only in the signatories thereto) was entered into between Registrant and 
John B. Hess. 


Change of Control Termination Benefits Agreement dated as of May 29, 2009 between Registrant 
and John P. Rielly incorporated by reference to Exhibit 10(17) of Registrant’s Form 10-K for the 
fiscal year ended December 31, 2009. Substantially identical agreements (differing only in the 
signatories thereto) were entered into between Registrant and other executive officers (including 
the named executive officers, other than those referred to in Exhibit 10(17)). 


Letter Agreement dated March 18, 2002 between Registrant and F. Borden Walker relating to 
Mr. Walker’s participation in the Hess Corporation Pension Restoration Plan incorporated by 
reference to Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 
2001. 
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Agreement between Registrant and Gregory P. Hill relating to his compensation and other terms 
of employment, incorporated by reference to Item 5.02 of Form 8-K of Registrant filed January 7, 
2009. 

Agreement between Registrant and Timothy B. Goodell relating to his compensation and other 
terms of employment incorporated by reference to Exhibit 10(20) of Registrant’s Form 10-K for 
the fiscal year ended December 31, 2009. 

Deferred Compensation Plan of Registrant dated December 1, 1999 incorporated by reference to 
Exhibit 10(16) of Form 10-K of Registrant for the fiscal year ended December 31, 1999. 

Asset Purchase and Contribution Agreement dated as of October 26, 1998, among PDVSA V.L., 
Inc., Hess Oil Virgin Islands Corp. and HOVENSA L.L.C. (including Glossary of definitions) 
incorporated by reference to Exhibit 2.1 of Form 8-K of Registrant filed on November 13, 1998. 
Amended and Restated Limited Liability Company Agreement of HOVENSA L.L.C. dated as of 
October 30, 1998 incorporated by reference to Exhibit 10.1 of Form 8-K of Registrant filed on 
November 13, 1998. 

Subsidiaries of Registrant. 

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm, dated 
February 27, 2012, to the incorporation by reference in Registrant’s Registration Statements 
(Form S-3 No. 333-157606, and Form S-8 Nos. 333-43569, 333-94851, 333-115844, 333-150992 
and 333-167076), of its reports relating to Registrant’s financial statements. 

Consent of DeGolyer and MacNaughton dated February 27, 2012. 

Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240. 15d-14(a)). 

Certification required by Rule 13a-14(a) (17 CFR 240.13a-14(a)) or Rule 15d-14(a) 
(17 CFR 240. 15d-14(a)). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Certification required by Rule 13a-14(b) (17 CFR 240.13a-14(b)) or Rule 15d-14(b) 
(17 CFR 240.15d-14(b)) and Section 1350 of Chapter 63 of Title 18 of the United States Code 
(18 U.S.C. 1350). 


Letter report of DeGolyer and MacNaughton, Independent Petroleum Engineering Consulting 
Firm, dated January 31, 2012, on proved reserves audit as of December 31, 2011 of certain 
properties attributable to Registrant. 


XBRL Instance Document 

XBRL Schema Document 

XBRL Calculation Linkbase Document 
XBRL Labels Linkbase Document 
XBRL Presentation Linkbase Document 
XBRL Definition Linkbase Document 


* These exhibits relate to executive compensation plans and arrangements. 


Exhibit 21 


HESS CORPORATION AND CONSOLIDATED SUBSIDIARIES 
SUBSIDIARIES OF THE REGISTRANT 


Name of Company Jurisdiction 
Hess (Indonesia Semai V) Limited .......... 0.0.0 c cette eens Cayman Islands 
Hess (Netherlands) Oil & Gas Holdings C.V. 20... ec eee The Netherlands 
Hess (Netherlands) U.S. GOM Ventures B.V. 2.2... 0.0... ccc eens The Netherlands 
Hess Capital Services: Corporation ¢.2.25.c0¢ 64 pee5k Beta See EE a alee Soe che ek enE Ld « Delaware 

Hess: Denmark ApS: 3565 S000 4c ee iets erisceederddaesdader bb eckecel Denmark 

Hess Energy Exploration Limited ......... 0.0.0.0. c cece eee nee Delaware 

Hess Equatorial Guinea Ine. «2 4iisc otebveedihecte ¢ jusdiwad bec eee dGae wad eS ee Cayman Islands 
Hess International Holdings Corporation ........... 0.0.00. Delaware 

Hess International Holdings Limited .............. 000.0. eee ee Cayman Islands 
Hess Limited. 6 dow ne bans Shee eS eMail Dee aaaiba eh wes bas Raletg Backs United Kingdom 
Hess NOC AS gue set Ha bsbes MES he ek Gee ae e tas ew eauatee ets ean Some Norway 
Heéss-Oul-and Gas Holdings Ines. 2. cccaccntds paeek Bete ee AA heeds bE eel eka ee ee Cayman Islands 
Hess Oil Company of Thailand (JDA) Limited ........ 0.0.00... 0.0. eee eee eee Cayman Islands 
Hess Ou Virgin Islands Corp: assiisc covet deve eb ee es Sde a eh ton MARR ARN See es pee es Virgin Islands 
Hess West Africa Holdings Limited ......... 0... 0c cent enne Cayman Islands 


Other subsidiaries (names omitted because such unnamed subsidiaries, considered in the aggregate as a single 
subsidiary, would not constitute a significant subsidiary). 


Each of the foregoing subsidiaries conducts business under the name listed, and is 100% owned by the 
Registrant. 


Exhibit 23(1) 
Consent of Independent Registered Public Accounting Firm 
We consent to the incorporation by reference in the following Registration Statements: 


(1) Registration Statement (Form S-8 No. 333-43569) pertaining to the Hess Corporation Employees’ 
Savings Plan, 


(2) Registration Statement (Form S-8 No. 333-94851) pertaining to the Hess Corporation Amended and 
Restated 1995 Long-term Incentive Plan, 


(3) Registration Statement (Form S-8 No. 333-115844) pertaining to the Hess Corporation Second 
Amended and Restated 1995 Long-term Incentive Plan, 


(4) Registration Statement (Form S-8 No. 333-150992) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, 


(5) Registration Statement (Form S-8 No. 333-167076) pertaining to the Hess Corporation 2008 Long- 
term Incentive Plan, and 


(6) Registration Statement (Form S-3 No. 333-157606) of Hess Corporation; 
of our reports dated February 27, 2012, with respect to the consolidated financial statements and schedule of 
Hess Corporation and consolidated subsidiaries and the effectiveness of internal control over financial reporting 


of Hess Corporation and our report dated February 27, 2012 with respect to the financial statements of 
HOVENSA L.L.C., included in this Annual Report (Form 10-K) for the year ended December 31, 2011. 


Srnet ¥ LLP 


New York, New York 
February 27, 2012 


Exhibit 23(2) 
DEGOLYER AND MACNAUGHTON 
5001 SPRING VALLEY ROAD 
SUITE 800 EAST 
DALLAS, TEXAS 75244 


February 27, 2012 


Hess Corporation 
1185 Avenue of the Americas 
New York, New York 10036 


Ladies and Gentlemen: 


We hereby consent to the use of the name DeGolyer and MacNaughton, to references to DeGolyer and 
MacNaughton as an independent petroleum engineering consulting firm, to references to our third party letter 
report dated January 31, 2012, containing our opinion on the proved reserves attributable to certain properties 
owned by Hess Corporation, as of December 31, 2011, (our “Report’’), under the heading “Oil and Gas Reserves- 
Reserves Audit,” and to the inclusion of our Report as an exhibit in Hess Corporation’s Annual Report on Form 
10-K for the year ended December 31, 2011. We also consent to all such references, including under the heading 
“Experts,” and to the incorporation by reference of our Report in the Registration Statement to be filed by Hess 
Corporation on Form S-3 on or about February 27, 2012 and in the Registration Statements filed by Hess 
Corporation on Form S-8 (No. 333-43569, No. 333-94851, No. 333-115844, No. 333-150992 and 
No. 333-167076). 


Very truly yours, 


Lab Lp od Mar Aeseglr— 


DEGOLYER AND MACNAUGHTON 
Texas Registered Engineering Firm F-716 


Exhibit 31(1) 
I, John B. Hess, certify that: 
1. Ihave reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


By 


John B. Hess 
Chairman of the Board and 
Chief Executive Officer 


Date: February 27, 2012 


Exhibit 31(2) 
I, John P. Rielly, certify that: 
1. [have reviewed this annual report on Form 10-K of Hess Corporation; 


2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which such 
statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant 
as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s 
board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


fy 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 27, 2012 


Exhibit 32(1) 
CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John B. Hess, Chairman of the Board and Chief Executive Officer of the Corporation, certify, 
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


Hh 8 Hee 


John B. Hess 
Chairman of the Board and 
Chief Executive Officer 


Date: February 27, 2012 


Exhibit 32(2) 
CERTIFICATION PURSUANT TO 


18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with the Annual Report of Hess Corporation (the Corporation) on Form 10-K for the period 
ending December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (the 
Report), I, John P. Rielly, Senior Vice President and Chief Financial Officer of the Corporation, certify, pursuant 
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934, as amended; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Corporation. 


Va 


John P. Rielly 
Senior Vice President and 
Chief Financial Officer 


Date: February 27, 2012 


COMMON STOCK 


DIVIDEND REINVESTMENT PLAN 
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